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TN i August 1970

SOVIET FOREIGN AID
(Some Facts)

According to Andrey Sakharov, Soviet physicist and critic of the state
of affairs in the USSR, Soviet citizens know little about their country's
economic and military aid to underdeveloped countries. The Soviet press ig-
nores the subject. In contrast, the Soviets have spared no effort to impress
the world that their aid is abundant and generous, with the result that
opinion polls in developing countries equate Soviet aid approximately to
that from Western countries. To dispel some of the myths created by this
two-way distortion of reality, it is useful to take a look at some generali-
ties concerning the Soviet aid program:

Soviet Foreign Aid Objectives

Khrushchev described the goals and methods of the Soviet foreign aid
program of the mid-1950s to the mid-1960s when he announced: "“For the de—
velopment of their independent national economy, as for the improvement of
their people's standard of living, these (underdeveloped) nations may draw
on the successes of the Socialist world system.... Today, they no longer
need plead with their former oppressors for modern industrial equipment.

Such equipment is available to them in the socialist countries, with no
political or military strings attached." Subsequently Soviet spokesmen callied
their foreign aid an expression of "peaceful economic competition" and a fac-—
tor in the "buildup of the national economy in the underdeveloped nations or
in the latter's struggle against imperialism."

More recent statements made in the USSR imply that in the future, Soviet
aid will increasingly hinge on how closely a given country is judged to be
following a "socialist path" in its foreign and domestic relations. The fol—
lowing appeared in Kommunist, authoritative political journal of the CPSU
Central Committee, in November 1968:

"National liberation of nations can be achieved only in close
alliance and brotherly solidarity with the international Com-
munist movement, when the less-developed nation is guaranteed
aid and support from soecialist states."

This and other Soviet pronouncements of & similar vein suggest that the So-
viet foreign aid program, which has never been large, will become even
smaller and will increasingly be dirested toward politically-favored regimes.

Quantity of Soviet Aid

Total Soviet economic aid delivered from 1954 through 1969, according to
official Soviet figures, has been about $3 billion, or less than half of the
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total of $6.8 billion pledged to 38 non-Communist countries during this same
period. During the beginning of this period, total pledges of aid were four
times greater than actual deliveries. This imbalance brought unfavorable
publicity to the Soviet program and, as a consequence, in recent years pledges
and deliveries have been brought more nearly into balance. Military aid
valued at $4 billion has been delivered to more than half of these countries.
However, the total of military aid pledged, between $5 and $6 billion worth,
remains less than that for economic aid because of the shorter delivery time
for weapons, ammunition, and planes, and for the dispatch of military in-
structors.

USSR Compared with Other Aid Donors

As the world's third ranking industrial power, the USSR has a vast for-
eign aid potential. Nevertheless, in comparison with the performance record
of other aid donors, the Soviet program is unimpressive. Between 1954 and
1968 Soviet economic aid pledged to the Third World equalled only one-eighth
that pledged by the U.S.A. while Soviet aid actually delivered fell below
one-eighth of that delivered by the U.S.A. Between 1965 and 1968, the Sovi-
ets slipped to fourth place in the total value of new ald commitments, trail-
ing other donors whose economic potential was far less than theirs.

The USSR is one of the few advanced industrial countries which refuses to
subscribe to theUnited Nations annual target for aid donors of one percent
of their gross national product (GNP). 1In fact, the Soviet "burden" has
never been greater than 8/100 of one percent of GNP. In 1968 the following
percentages cf GNP were registered for "industrially advanced" aid donors:
France .12

U.S.A. .39

United Kingdom .37

West Germany <37
Japan .32
USSR . Ol

Unlike aid from the industrial West, over half of which hag been pro-
vided as outright grants, virtually all Soviet assistance has been in the
form of credits. Well over three-quarters of Western aid has been repay-
able over 25 years or more -- about double the 12-15 year repayment period
allowed by the USSR. Moreover, while roughly between 25 to 30 percent of
official aid from Western countries is not tied to procurement in the donor
country, all Soviet aid is tied to the purchase of Soviet goods and services.

Recently Soviet "aid" has taken on more and more the appearance of "com-
mercial credits.'" Since the mid-1960s Soviet aid extensions have become even
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less concessional than previously. Interest rates, standardized at about 2.5
percent, have risen while repayment periods have been shortened and often
down payments of up to 25 percent have been required.

Quality of Soviet Aid

The effectiveness of Soviet economic aid is difficult to measure overall
because of differences between countries receiving aid. However, some general-
ities apply over-all: projects have required one and a half to two times as
much time as planned for completion; final costs often are double the estimated
costs. Production difficulties have been experienced at new plants, and pro-
duction equipment has been found to be out of date. The products of completed
Soviet aid projects have generally fallen short of quality standards in the
non-Communist countries. In some instances, faulty estimates of demand have
led to the production in Soviet-built plants of ridiculously high inventories
of unsold products.

Often the creation of new manufacturing facilities through the Soviet
ald programs has had positive effects. Some foreign exchange funds have been
saved as countries have produced items which had formerly been imported. A
risk factor is that in the process of repayment, the country receiving aid
may have to rechannel its future trade to the USSR and its ruble trade zone.
When this happens, as is illustrated by Czechoslovakia, production standards
are lowered and, over time, the country decreases its ability to sell goods
in non-Communist markets.

From the Soviets! standpoint their foreign aid program may be considered
a successful undertaking. It has cost them little (economic aid has amounted
to about .05 percent of their GNP, or one-twentieth of the share proposed by
the UN for developed countries). They have scored evident political successes
(most notably in Egypt). The Soviets have obtained increased amounts of raw
materials and foods from the less developed countries. They have provided
those countries with machinery and equipment of such poor quality that most
of it was unsaleable at world market prices. Moreover, according to Soviet
statistics many of those products have been surplus in the USSR during the
past several years.

Strategically, the Soviets have expanded their presence in both hemi-
spheres and, as a consequence, also their opportunities for economic, military
and political penetration. Adding to the strategic significance of Soviet aid

is the nature of a number of projects included under economic aid. For example,

roads and railroads buillt in countries bordering the USSR could be used for
Soviet military purposes. Ports and shipping facilities, as well as fishing
installations, have been financed in g number of countries by Soviet aid;
these facilities could be used for emergency purposes by Soviet naval vessels
and the far-flung Soviet fishing fleet, conceded by many tc be an auxiliary
of the Soviet Navy.
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SOVIET FOREIGN AID: THE SITUATION IN INDIA

India has been allocated 25 percent of total Soviet aid pledged to the
third world since 195k.

The first Soviet economic aid to India involved the construction of the
Bhilai Steel Works, agreement for which was signed in 1955. The Soviets'
program has been extended to a total of 40 projects. The first Soviet offer
of military aid was accepted in 1960, when the Indians contracted for
$31,500,000 worth of transport aircraft and communications equipment.

The amount of Soviet economic aid delivered to India in the past 15
years has totaled $874 million, or a bit more than half of the pledged sum
of $1,612 million. Soviet military aid totaled $600 to $700 million through
1967 and had probably increased to about one billion dollars by 1970. In
spite of Soviet claims that their aid to India has been large relative to
India's economy, the opposite it true: Soviet foreign aid delivered during
1955-69, on a yearly average, has amounted to about one-seven-hundredth of
Indian gross national product.

Economic Aid

A comparison of the scope of Soviet economic aid to India with that from
other countries as of 1966 is given in Peter Sager's book Moscow's Hand in
India. Sager found, on gquestioning them, that most Indians believed that
Soviet aid, while not quite exceeding American aid, was increasing faster and
was then only Jjust behind the latter. The facts were quite different: at
that time Soviet economic aid pledged to India amounted to only 16.5 percent
of U.S. aid to India. The comparison is even less favorable to the Soviets
when account is taken only of aid actually delivered, and of the fact that
virtually all of the Soviet aid must be repaid whereas over a fifth of U.S.
aid is non-repayable. Similarly only & limited number of Indians were aware
that, besides the U.8., West Germany and the United Kingdom had, by mid-1965,
actually delivered more economic aid to India than had the USSR.

One reason for these erroneous Indian opinions was that Soviet aid has
focused on impressive projects in heavy industry. (See the attached listing
of the major projects.) More than half of the amount expended has gone for
two steel mills; one, the Bhilai Steel Works, has been completed, and the
other, the Bokaro Steel Works, is still under construction. Substantial
shares have gone for factories to produce machinery and equipment, electric
power plants, and petroleum refineries. Another possible reason for the in-
flated Indian opinions about Soviet aid is that the construction stage of
the projects has been stretched out, thus attracting inordinate attention.

Indian expectations from Soviet aid were from the beginning understand-
ably high as Soviet technological prestige in the 1950s was enhanced by
achievements in thermonuclear weapons, Jet aircraft, and space vehicles.
However, the results over the years have sorely disappointed the Indians.
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The first disappointments came from the inordinately long construction
times of the projects. The Bhilai Steel Works, even though it was a show-
piece and was given the highest priority by the Soviets, took five years to
build (nine months longer than scheduled). The Neyveli electrie power plant,
the first stage of which had a capacity of 250,000 kilowatts, took from
August 1959 to May 196k, a total of 57 months vs. the plan of 36 months.
The Barauni 0il Refinery, planned to be built in 21 months, took twice that
long. (The Indians thus have known for some time what a Soviet official v
meant when he confided to a Yugoslav visitor in 1969 that Soviet plants
take so long to build that they are obsolete by the time they're completed.)
The largest project currently under construction, the Bokaro Steel Works,
is estimated by Indian MP's to be three years behind schedule.

Soviet aid projects also cost more than planned. The Neyveli power
plant, for example, cost a quarter more than planned. The Barauni 0il Re-
finery cost almost twice as much as planned. And the Bokaro Steel Works,
it is estimated, will cost 10 billion rupees, or more than half again the
envisaged 5.9 billion rupees.

Besides the excessive time and cost of construction, the Indians are
critical of the economic planning that has gone into Soviet aid projects.
The Bokaro Steel Works has been a particular focus of such criticism, as is
abundantly clear in the attached articles concerning that project. Bokaro
suffers in comparison with the earlier project at Bhilai. The latter was
built to produce structural steel and rails and thus was relatively simple
in design. The Soviets assigned some of their top engineers to Bhilai,
end gave high priority to the development of plans and the delivery of equip-
ment. This effort resulted in the project being completed only nine months
late (almost unheard of in the USSR) and, because of Soviet subsidies, at s
cost only about 20 percent in excess of estimate.

Bokaro, in contrast, enjoys none of those advantages. It is to produce
much more complex steel products, such as cold rolled sheet, galvanized steel,
and tinplate. (The Soviets are having trouble at home in the production of
these types of steel, as witness their purchases from Western Europe of cold
rolled steel and their contracting with the British for the construction of
a tinplate mill in the USSR.) The Soviet project officials apparently were
unable to get a high enough priority assigned to the Bokaro project. Some
of the equipment was delivered far toc early and will have to be stored (and
payments for it will have to be made) for several years prior to being in-
stalled. There is no sign that the Soviets are making efforts to hold down
costs. The Soviets have unaccountably revised the project so that fewer
Indian manufactures and more Soviet manufactures will be used in construction.

Indian parliamentary reports on the Soviet-aided pharmaceutical and sur-
gical instrument plants at Rishikesh, Hyderabad and Madras and on the mining
and heavy machinery plants at Durgapur and Ranchi reveal them to be technical
and commercial failures. Basic Soviet planning failed to "take into account
the local atmospheric conditions" in designing the pharmaceutical plants.
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As a result, at one plant the rusting of equipment led to a L0 percent rejection
rate of the plant's production of antibiotics because of impurities. The
Durgapur machine plant, having reached only 11 percent of its targeted capa-
city, has incurred an aggregate loss of 200 million rupees. (Additional de-
tails are given in the attached press clips.)

In an assessment of Soviet economic sid worked out by some Indian analysts,
they conclude that the project approach worked poorly, and should be changed
in accordance with India's changing needs, They find that complete new steel
mills and electric power plants, even under the Soviet aid program, are too
costly for India. They would prefer selected items of industrisal equipment,
as well as industrial raw materisls and fertilizer. There is no indication
that the Soviets would accept such radical changes in their aid program.

Military Aid

Soviet military aid, similarly, has not measured up to expectations.
Starting modestly in November 1960, when the first Indian-Soviet arms aid
agreement for air transport and military communication equipment valued at
$31.5 million was signed, the program grew to a total magnitude of a billion
dollars by the end of the decade. Its scope has expanded to include super-
sonic aircraft, an air defense system, and submarines. From the Indians'
standpoint such aid was desirable for the defense of their long borders and
coastline. Moreover, most of Soviet military aid was offered at prices lower
than those of Western countries and could be repaid in Indian rupees. From
the Soviets' standpoint the program was attractive because it considersbly
increased their influence in India, helped bulwark India's defenses against
China, and was inexpensive in that it involved mainly weapons systems no
longer being produced for Warsaw Pact forces in exchange for Indian currency.

India became the first non-Communist country to acquire the know-how to
manufacture the Soviet MIG-21, under an agreement of October 1962. An air-
frame plant at Nasik and a Jet engine plant at Koraput were under construction
in 1963 and production was to begin in 1965, according to New Delhi's Overseas
Hindustan Times of 24 October 1963, 1In addition, a complementary electronics
plant was built at Hyderabad. The Indians planned at first to assemble air-
craft and engines with components shipped from the USSR; by 1970 they were
to manufacture all the basic components from Indian raw materials.

Prime Minister Nehru regarded the MIG-21 as a sturdy, comparatively un-
sophisticated airplane, one for which the Soviets could estéblish the manu-
facturing capacity in India in a relatively short time. Progress at the MIC-
21l complex casts doubt, however, on this conclusion. The Indian Minigtry of
Defense indicated in g 1970 announcement that it wasn't until 1968-69 that
the Koraput Plant had begun production of MIG engines and the Nasik Plant
had begun manufacture of MIG airframes "from raw materials.”" Both of these
production dates exceeded the originally anticipated dates by two years or
more. A 1970 statement on Air Force Day by Indian Defense Minister Mr. Swararn
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Singh that "efforts are now directed towards minimizing our dependence on
foreign supply for all military equipment" strongly suggests that the Soviets
are still supplying the bulk or at least half of the components. In the final
outcome, India m ay find it would have been cheaper to purchase the aircraft.

Spare parts for the Soviet-made MIG-21 components are another problem.
Tndian Members of Parliament complain that an inordinately large number of
MIG sircraft have been grounded because they lacked adequate spare parts.

Under terms of a naval aid agreement negotiated in 1965, during India's
war with Pakistan, the Soviets agreed to provide Indis with four submarines,
and a total of a half dozen or so destroyer escort ships of the PETYA-class
and naval patrol craft. Deliveries of these warships lagged through 1967,
after which they were stepped up in apparent response to Britain's announced
military withdrawal from the region east of the Suez, and as Britain and the
U.S8. continued to be reluctant to meet Indian requests for warships. In a
companion development, the Soviets have participated in the construction of
the large naval yard of Visakhapatnam on India's east coast.

While it is too early to tell how the Soviet-built ships will withstand
the Indian Ocean climate with its high temperatures and humidity, there is
some evidence that the Indians have grounds for complaints about the naval
side of Soviet military aid. Some delays in delivery were experienced. The
costs of training Indian crews in the USSR have been high, $350 per month
per man payable in hard currency. And the costs of maintaining Soviet naval
officers in India are high because of the luxurious living standards that
the Soviets insist upon. (See the attached press clips.) As with Soviet
aircraft, the spare parts problem with naval vessels is aggravating, and
ships have been tied up for repairs for what appear to be inordinately long
periods.

The Soviet involvement with Vishakhapatnam Naval Yard has stirred wide
conjecture that the Soviets may be contemplating setting up a base for their own
navy there. However, the Soviets, are well aware of Indian antipathy to the idea
of foreign bases in the Indian Ocean, and for political reasons have not
sought base rights to date. Nevertheless, if the Soviets felt the need to
service or base their own naval vessels in the Indian Ocean they could readily
use Vishakhapatnam where the facilities are compatible with Soviet-built
ships and the base personnel are largely Soviet—trained.

¥ % ¥ X ¥

On balance, Soviet aid has provided the Indians with the means for ex-
panding industry and equipping their armed forces. The costs, however, have
been largely deferred, and repayment of India's debt has become a growing
problem. In 1970 and later years, for instance, repayments will exceed
Soviet economic aid by a significant amount, thus acting as a net monetary
drain on the Indian economy. But the drain on the economy will undoubtedly
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be far greater, in that there will be no economic return on the military
aid, and limited return on the economic aid because a large share of the
Soviet projects are incomplete and those that have been completed are
yielding unsatisfactory results.

* % % ¥ ¥

Principal Soviet Aid Projects in Indis

Bhilai Steel Mill

Bokaro Steel Mill

Heavy Machine Building Plant at Ranchi
Coal Mining Machinery Plant at Durgapur
Heavy Electrical Machinery Plant at Hardwar
Electric Power Station in Neyveli
Electric Power Plant at Korba

Electric Power Plant at Singraul
Hydroelectric Power Plant on Bhakra River
Petroleum Refinery at Barauni

Petroleum Refinery at Koyali

Antibioties Plant at Uttar Pradesh
Synthetic Drugs Plant at Sanatgar
Surgical Instruments Plant at Avadi
MIG-21 Airframe Plant at Nasik

Supersonic Jet Engine Plant at Koraput

Aircraft Electronics Plant at Hyderabad
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HANDELSBLATT, Duesseldorf
11 November 1968

Soviet Aid to India Discussed

The USSR has employed extensive propaganda 3t a cost of 70 million
rupees to date (37 million German marks) to convince the man on the street
that it has extended to India more credits, loans, and developmental assist-
ance than has any other country in the world. Better-informed circles know,
however, that even in aid promised the Soviet Union lags behind the U.S.,
and that even in this area the U.S. aid is six times that of the Soviets.
During the period April 1951-May 1568, aid promised by the U.S. amounted to
63.61 billion rupees (33.9 billion German marks) as compared with only 10,32
billion rupees (5.5 billion German marks) which the USSR promised by way of
credits. An even more crass contrast is evident when the actual sums de-
livered are compared. ‘he actually-delivered-aid payments made by the Soviet
Union amount to only 5,46 billion rupees (2.9 billion German marks), as com-
pared with U.S. aid payuents made in the amount of 58.47 billion rupees
(31.16 billion German marks). Thus the U.S. has made ten times the funds
available that the USSR has furnished. Unfortunately this is known to only
a few well-informed persons in India. The same limited number of persons
know that with respect to actually-rendered aid, the Soviet Union stands in
fourth place, behind West Germany and Great Britain.

During the above-mentioned time period, the FRG and Great Britain
promised India aid in the amount of 8.02 billion rupees (4.27 billion German
marks) and 6.2 billion rupees (33.05 billion German marks). But the ratio
between promised aid and actual aid made available is unusually high with
respect to both countries. West Germany has already paid out 6.88 billion
rupces (3.68 billion German marks), while Great Britain has made available
5.53 billion rupees (2.95 billion German marks). Although the FRG stands
in third place with ressect to aid promised, it stands in second place, be-
hind the U.S., in actual aid delivered.

It is worthy of note that a vast discrepancy between aid promised and
aid actually delivered -=xists only in the case of the Soviet Union and the
bloc countries. The othier Western countries and aven the Far East can demon-
strate much better results in this regard. For example, Czechoslovakia
promised aid in the amount of 990 million rupees (528 million German marks),
but actually delivered less than half that amount, i.e,, 440 million rupees
(234.5 million German marks). Yugoslavia promised 940 million rupees but
paid only one-quarter the amount (260 million rupees). The same was true of
Poland, which promised 650 million rupees (346.5 million German marks) but
made only one-third that amount (210 million rupees) available. These coun-
tries were exceeded by Hungary and Bulgaria, which promised 250 million and

11 million rupees respectively but have made no payments whatever to India
up to now,

The Soviet and Soviet Bloc propaganda, which deals only with the
promised amounts of aid, has achieved astonishing successes among the Indian
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szople,

A poll taken in 1966 by the Indian Institute of Public Opinion

showed that 89 percent of the individuals questioned knew that India was re-
ceiving developmental assistance from the U.S.; 79 percent knew that the

Soviet Union was also giving developmental assistaace, whereas only 30 per-
cent had heard of Vest German developmental assistance in spite of the fact
that the FRG had rendered more assistance than had the USSR,

In the field

of foreign trade,

too, which involves primarily an ex-

change of goods, and payments in rupees, the Soviet Union and the Soviet Bloc

states are operating securely for their own benefit.

The volume of trade be-

tween the Soviet Union and India in the past two decades has increased 300

times,

The USSR has so engineered the exchange -- apparently deliberately

-~ that a considerable credit balance in favor of India has resulted, in

order that India can be forced to acce
at exorbitant prices.
by the Soviet Union to jpurchase railroad cars and steel from
¢ircraft to India which are labeled by Indian experts
An increase in Indian imports from the Soviet

for them by delivering

as unfit for use by

India.

pt unwanted goods of inferior quality
l'vidence of this fact lies in the most recent effort
India and to pay

Union in order to effect a trade balance served as the topic of negotiations
which took place in Moscow at the beginning of October between the deputy
chairman of the Indian Planning Commission and the competent Soviet minis-

ters,

On that occasion, the Indian delegation also raised the issue of finan-

cial assistance because it had not yet been possible for India to make full
use of the credits of 300 million rubles which the Soviets had promised,

BALTIMORE SUN
2 April 1968

CPYRGHT

Incian And Soviet Navies Seem

By ADAM CLYMER
[New Dell:i Bureau of The Sun)
Cochin, India, April 1-The
Indian Navy is acquiring at
least three Soviet destroyer es-
corls of the Petya class and the
{irst 1wo crews have gone to the
US.8.R. & training, authorita-
live sources disclosed today.
Meanwbile India is consider-
ing 2 Soviet request for “techni-
val tzeilities” for its ships in In-
dian ports. While this term has
not beon spelied out in great de-
t is understond to encom-
e of drydocks and repair
Lor Soviet ships several
sand miles from their home

Jolnt Pxereises Possible
“aievs wossible future ele.
©owe e rapidly arowing

g Selween the cwo na-
U exercises i e Inef

dian Ocean. Admiral Nikolai
Gorshkov, Soviet naval chief of
'staff, suggested combined ma-
‘neuvers when he asked for tech-
nical facilities during a visit to
India in February, the sources
said.

While the escort deal, and a
submarine  purchase  which
preceded it, have been in the
works for some time, all these
moves have, gained increased
attention as a result of the Brit-
ish decision to withdraw from
bases east of Suez. .

While Adm. A. K. H. Phatter-
ji, chief of the Indian naval
staff, was apparently talking
igrandly last month in an unau-
thorized boast that the Indian
Navy would “fill the vacuum”
created by the British' with-
drawal, the long-neglected In-

2

Courting Cooperation

dian Navy apparently hopes to
become the strongest naval
power in the area. )
While three Soviet ships
steamed from Madras to Bom-
bay today for the second stop of
a goodwill visit, Adm. N. N.
Amelko, commander-in chief of
the Soviet Pacific Fleet, met
Swaran Singh, Indian Defense
Minister, in New Delhi.
Details Of Talks Not Given

i There are some important

No details of his talks with
Singh or with Admiral Chatterij
last night and today were re-
vealed.

policy problems for India con-
nected with the growing Soviet
.naval ties. Regardless of New
Dethi’s efforts to insist that a
Chinese submarine threat—or
Pakistan's arrangements to buy

three French Daphne-class sub-

marines pose a danger to its se-
curity, these fears are met with
American and British skepti-,
cism. o

The British, who once were
the Indian Navy’s only supplier
and tutor, look dubiously on the
Soviet rola, e

Currently helping India build
iLeander-class frigates (more
fthan twite the size of the de-
stroyer escorts), the British in-
‘sisted the U.S.S.R. Navy would
not be welcome at Bombay's

Mazagon docks, where the pro-
Ject is under way and the first;
Jfrigate will be launched in Octo-;
ber. It will be completed in’
11971, ‘ :
The United States, which has
;never had any involvement with
the Indian Navy, comes into the
problem through the Conte and
Symington amendments to this

pprove

or rnelease
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yenrs foreign aid bill,

Tra Conte proviso particularly
would require the Administra-
tion to cut foreign aid to India
by the amount it spends on new,
types of sophistlicated weapons
ordered from ahroad after Jan-
uary 2 of the year.

.- And the hard bargaining of
the Soviet navy—it insists that
agreements provide 3,500 calo-
ries per day for Soviet officers
assigned to India—has made the
terms seem extravagant.

It is not because the Indian
Navy’s hopes are modest, but
because the British presence it-
Iself has heen spread so thin
least of the Persian’ Gulf and
iwest of Singapore that no va-
cuumn is being newly created.

Eye On Indizn Ocean

The U.S.S.R. seems to be
more than casually interested in
establishin® a flzet presence in
the Indian Qcean, too, though it
is a long way from Soviet ports.
especially with the Suez Canal
closed. N

For that reason, repair facili-
ties are essential, though Brit-
ish reports that the Soviet
Union has asked for sumething
as formal as “bases” are dis-
counted here, v o

Facilities For Subs, Escorls

Already the Soviet Union has
helped India develop naval fa-
cilities at Visakhapatnam, mid-
way up India’s East Coast.
These facilities are expected fo
provide servicing for the sub-
marines and escorts  the

U.8.S.R. is supplying. ;
But the naval cooperation, has
not always gone smoothly, The
arrival in Bombay of the first of
four of the SF-class attack
submarines India is buymg
from the U.S.S.R. originally ex-
pected this month, has been de-
layed and is now not anticipated
before June. ‘
| It is understood that the sub-
marine suffered damage and
flooding during recent trials
near Riga, and the two coun-
tries’ admirals are reported to
ibe disputing who should pay the
‘repair bill. :
Delay In Escort Delivery
And the destroyer escort deal
has also apparently met some
delays. But two of the 1,050-ton,

30-knot escorts are now exneci-
ed before the end of the vear,
and the third early next year,

Two Indian crews are now in
the - US.S.R. undergcing six-
month training periods  (for]
which the Soviet Union charges
$350 per month per man, pay-
able in hard currency, not in ru-
bles or rupees).

The third escort crew is ex-
pected to go to the chief Soviet
Far East naval port of Vladi-
vostok in July.

The naval tie seems less oner-
ous than it once did. Officials in
New Delhi have found British
représentatives able to act
more quickly and to make mi-
nor decisions with less refer-
ence to London than the Rus-

sians must make to Moscow.

CURRENT, BOMBAY
25 October 1969
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Russia’s Delay [In * Supplying
Louipment May Caus

From Our M.P. Correspondent

reason is the dela

BHILAI

sion of the Plant,
‘That t{he Plant has come up

[Heavy

Loss °

The expansion of the Soviet-aided DBhilai
Steel Plant from 2.5 million tonne-capacity to 3.2 million
tonne-capacity will now be delayed by nearly a year. The
¥ by the Soviet Union in supplying cer-

tain cquipment, particularly Refractories, for the expan-

CPYRGHT

o~

~

with the USSR aid and assist-
ance, is a well known fact, The
USSR assured a supply of Re-
fractories  Jor the Blast Fur-
nace No, 6 being brought up to
3.2-million-tonne  capacity by
Idecembar this year, With this
supply, thc commissioning of
the Blast IFurnace No. 6, enab-
ling the Plant to raisc its pro-
duction would have bcten pos-
sible by September 1970.

The USSR authorities have
suddenty informed the Indinn
authoritiecs {hat the equipmicnt
meant for the Blast Iurnace
No. 6 would mnow be dclayed
aud their supplies could be ex-
peeted only by September 1570.

The delay in the supply will
thus delay the increase of the
Flant's' production capacity -by
nearly a year, which means a
loss of scveral craores of Rupees

to the public

ndia. ;
The rcason for the none
supply of the Refractories in

time, could not be and was not
non-availability of the material
asked for by India. Thelmon-
supply, according to these sour-
ces had to do something avith
the change in the attitudz of
the USSR towards India.

Qo

exchequei in

Experience During
1962 Chinecse Attack

It is learned that in 1962
when China invaded the Indian
borders, then too the USSK
had delayed its supplics 1o the
Bhilai Plant for quite a long
period.  This delayed the oric
ginal expansion programiuc of
ralsing  the Plant's capucity
from 1 million tonncs to 2.5
million tonnes. . .

Political considerations have
always been dominating the
supplies from the USSR 1o
Bhilaj, still the USSR clauims
that the assistance to Bhilni i«
free from politics, .
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Madras
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stec)
The pro-

T-¢IFRE 45 shortage of
“aealp In Indla,
duction of the three publie
mectop plants--Yihilal, Rourkela
and D\l‘.!'..".,):.»:m-'\“d ithat of the
private reclor==Tatg Iron and
Stecl Compnny and the Ind.an
Tron and Steel Company—Is far
snort of demand, T4 I (ragle
that after years of  planning
we are in thig plirht, Unless
we imiport Rs 18 crores of steel
In 1970, we will not be able to
meet tae grovwing demand.
Indu rinhints claiomowrin for
mare Jteel tre gald to have bren
astred by the authorities, that
witanpoements are  under  way:
iready erders have been placed
for s 0 lakis, and o ble order
will be placed shortly. This ges-
ture, which may not wholly solve

thr probicmy of short supply  of
srecl o understandable. Virtually
ol Industry-—crection of  plant
ng anach! . housing,  foun-

doen steel, At present.
foundries are work-

Qries--depaen
1t
V.

fseald the

G100 per et of thelr eapas
celty bLee el shortane of <tf~l
and as osneloave fnding (U QU

cuit oo naeet vxport orders.
There was oo slmilar sltuation

CPYRGHT
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Bokmo’s Deiay Makes

Matters Worse

By KRISIINA

durtng- World War IT when the
fmport of British steel had  to

step. Tt was after that the Gov-
ermment launched on its  Jonge
term plan by establishing  three
publlc sector plants. Even after

the three plants were established
by collnboration with the Soviet
‘Onlon, West Germany and Brl-
tnaln, the demand outstrippad sup-

plr. Therefore another glant
steel plant was  decided to  be
put up at Bokaro- with Soviet

rollnboration.
. Bokaro

The tess said about the Bokaro
piane the hetter. Iis target date
was 1970, but It may not be
ready il 1974, Even according
to the Minjster for Steel, Mr K.
C. Pant, the entire equipment
for the first stage (for
production of 1.1 million
tonnes) | will  be ready by
Mareh 1973, The Minisler him-
seif has safd that 1t will texe
anotlier three months, wlter  the
completion of erectirn, to start
procduction  But iz Ainisler
nas been sinpularly &lient about
the cocl. Unoficial reports put
it al Rs 800 crores, almost dou-
ble the original estimate of Hs
150 crores.

The Boketo p!ant hes been
couwoversial c¥cl AlD46 ts slald

The first hiteh wax over associn-
tion of Indian technical talent
nnd fabrication of some mach!-
nery “indipenously.  The  Soviet
collavorators were sd  to have
{nsisted on  getiing  everything

from thelr Fatherland, as also the
techniclans.  And alwer this hurdle
was croseed, the plant had to fare
A oseTies of troubles Indian oM
clals associnted with the project are
not happyat the wav thingshave
nappened. The Ahfdister contends
there was delny on the part ot
suppliers of Indiernous equipment,
but the mator hindrance wasg that
the Soviet Unlon dld not ndherw
fo  its  delivery schedules  of
machinery. .

Whalever mleht  have
India's experienee regarding  the
Bhilni plant, ia the ecase of Bo-
kare, # has been far from happy

been

or even  salisfactory. The ex-
perts Lsent from Russia for Bo-
karo are sald lo be nol  firste

rate as was the. case with. Dhllal,
The Soviet engincer for
war a top man, and s achieves
ment at Bhilal earned hilm ereat-
er honours on his return to the

Savirt  Unlon  for he  became
Chalrman  of Gosnlan SubLps
aguently.  Reports  are  curren',

that the Soviet Unlon has gent

Phﬂni-_nhm for more sterl plants

to Tndin  under the

technleal  experts “for
some who canpot be elassiiied as
fuch.  Ac the profect s unduly
delaved, and Is facinz a serfes of
troubles, {t fs  difficult {0 dis-
brlleve some of  these
howrver wild thev mav

More Plants

Bokaro's delay  ha, therafors
added to the problens of shortare
of steel. We have ta walt four
more vears {f we are (o Telv on

cover  nf

Lenn.

Bokaro to relieve thie rhostaee,
Samethine tangibie has (o e
done In the intervening  period

sner Indin cannoy  aford o b

complaernt, It {5 necratary Lo
impore steel to help the " indus-
tries, foundrirs, housing, ela,

additlon. top priority should ko
riven to the expansion of  the
existing plants. In the  nrivate

seelar, Talas had a plon for ex-
pansfon. which was heie up, hut
now could he tmplement d with-
out delay. Also, npart from He
kara, 1t will bo worth while to
The
demand for steel will continue t4
rize in the comlmz vears ac the
pretent per capita ateel convamp-
tion in Indin 1< less than  one.

Dokare,

chiargns, :

In .

nundredth of thal fn  coveloped

oountxjes, -

” xp‘prov'eﬂ o e o A T 0T 1o A000a0 O Ol T mm—




Approved For Release 1999/09/02 : CIA-RDP79-01194A000400080001-4

INDIAN EXPRESS , New Delhi

30 April 1970

CPYRGHT

fussian aid
projects
under fire

rxpr News Service

NEW DELHI, April 29.

Thirly-three members of Parliament,
25 helonginy to the Swatanira
Party and eight 1o the Jana
Sangh, have demanded of the
Primme Minister, Mrs Indira Gan-~
dhii, that the Government should
rive immediate altention to  the
Tarslun-zided projects which they
contended had run into a loss of
Js 103 crores in the last three
yeard,

Im a letier senlt lo Mirs Gandhi
today the MPs have sald  the
Bokuro steel project had become
r while elephant. Lazging three
vears behind - schedule the pro-
ject originally estimated to cost

5 580 croves had now gone to
the “astronomical figure of Rs
1.000 ciores,”

The MPs haveé drawn Mrs Gandhi's
alieniion to tle réport of the Pub-
lic Undertakhigs Committee which
had expressed its view that the
second stage of the project should
not be proceested with, without a
proper technoseconcmic reapprai-
sal beepuse tlre first stage of the
project iteel! was likely to Incur
2 loss of Rs 20 crores every year.

About Mines and Allled Machinery
Corporation ihe letter sald it hed
sustained an  afgregate loss of
Rs 20 crores. The MAMCs tare

geted eapacily was 45.000 tons
and it was producing only 11 per
cent of this while the statl em-
ployed was what it siiould be when
it reached the targeted capacity.
Even i there was eontinuous and
satisfactory progress it would
nob reach 50 per cent of tie
capacity,

Aboul the Indiat Druze and Phar-
maceuticals the letter said that
the annual sale was Ws 1 erore
and the loss Rs 7 -croves. The
Rishikesh plant was ah obsolele
one, Sintlar was the plant =t
Hyderabad. There was no mare
ket for the products of the Swrgie
cal Instrunients Faetory at Made
raz. The Heavy Enzineering Core
poration was a& scandal as it had
not reached even 20 per cent of
the camacity, It was still accept~
ing orders which it knew it could
not fulfil. Bokaro depsnded on
HEC for supplies.

THE MAIL, Madras
3 March 1970

"ECONOMIC RELATIONS,
'WITH SOVIET UNION

CPYRGHT:

& CPYRGHT
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N’ emotfonal attitude 1n
assessing the value of eco~

nomlc relations between India
and other countries is not
helpful, The. only rational cri-
terlon is: do the economic re-
lattons help to promote our
natiomal interests? This  tes:
needs to be applied to  Indo-
Boviet economic relations as
much has been sald on this
suhject In recent weeks.

Broadly. there are four arpu-
ments which are used to praise
Indo-Sovier cconomic relations.

First, it is said that a country
can become strong only when a
base of heavy industries i3 buils
up first and the- Soviets have
helped India to do that, sFurther;
the Soviet have tralned Indlan
enginecrs, .

Sceond, the USSR provides ald
at low rates of interest.

Third. wheregs other countries’
buy only our raw materials, the
Boviets buy manufactured goods
from us. L o :

Pourth, the rupee .pavment
agreement with the USSR has,
helped India to save foreign ex-
change. : :

Let us examine these argumenta
and see how far Indla’s national
iimf-rc.--ts have been served. .
i _ Heavy Industries
I "The arzumnent that beavy ins
jdustries ave essential Is not unle
‘versally accepted, For instance, a
country like Switzerland, whose
people enjoy one of the highest
standards of living in the worid,
does not prodner a tonne of steal,
the prestice .symbol  of heavy in-
dustry. Rapid economic growth,
and & strong rolional economy
require development of those sec-
tors of the cconomy where the
couniry has a declded natural ade

vantage over others. . Just as
Israel bas concentrated on citrus
frult and diamond polishing. or
Switzerland on  tourism. watch
and chemieal industries. India at
“this stage has to concentrate on
agriculture and consumer goods
,industries, R

:In fhese days of growing inter
I nationalisation, natlonal self-suf-
clency is a dream. Our experi-
ence of last 14 years has shown
(thoat when our “basle industrv™
Iviz. agrieulture, 1s neglected  in
irtwour of hervy industries, the
national economy instead of be=
coming strong becomes weak in
(the following manner:

i First. we have become mors
‘dependent on others ror fond
while our {ndustries continue ¢
_dépend more on impo s :
© Berond, - diversion of resourcet
100 heavy tndustries ke steei hoy
ideprlved agriculture  aud con
jsumer  ndustries of  nccessan
jfesources.  Therefom, thefe aix
!food and consumer goods shure
| ages Moreover, die  nuaasive xy
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ndustries at ns
sluse has introducad several ise
tori.ons in the economv. Heave
H irics are set un sl migh cost

4nG since their products ke sieel
eater into production of cther
cagds, e cost structure of the
cutire econoiny has been pushed
up,

. For instance. at one time India
was considered the cheunest
siteel producer in the world: now
it s the  most  expensive.  An
expert has pointed out that even
cafter importing all raw matertalz
ab hish  cost. Japan  sells Lhe
; cheapest steel in the world, Abuup
45 per cent of Japan's installed
capacity was  sel up i last 10
years. which makes techniques
and plant costs comparable. But
Bivial and other newly set up
steel plants are  nigh cost oro-
dueers, N

[t 1s» often pointea ouUL fthat
the USSR has trained our engl
neers for steel plants. It s, how-
ever, in the critical area of plant
design that we have not gained
Irom Soviet  economiec cooperas
tion M. N. Dastur & Co is re
coznised as a competent {irm of.
designers, and a foreign governe:
ment has profitably avalled of s
consulting skills. Yet. the Soviets,
have cold-shouldered this firm. 1t~
fs & tragedy of India that our:
rulers are ind:fferent to Indizen-
“ous taleng and have not used .
eflzctively!l  Alter - Independence.
cur respect for  imported skills
and contempt for our own talent.
cd people seems to have Increased
&b the government level The S
victs have cashed' In on  this»
cattitude :

Low Interest Rate -

The second.. plus point--abeuate
Sovier aid 1s sald o be the .ow
rat of Interesi. There is a fallacy .
fNere, What is lost gy wav of ta-
tersst 18 more than made up by
them oy selling excessive $hare
parts and  componentz at very.-
nizh costs Audit reports have
aisd commented on this aspaet of
Soviet  deals. A Parliamentary-
Committes (20'h Report of Come
mittee on  Pubile Undertakings,s
‘Tinird Lok Sabhay has nighlighte
ed an inatance as followa:

“Ihe plant purchased 37 Ruy<a:
st Sesel Locomotives during.
the one milllon toanne stage, Thesg
omotives were  found unsatise
Dantory and spare paris had eunse..
daatly to be obtained from Rusein
for thelr repales. The malnte-’
sanee eoxt of  these locomotives
woas also extremely high e,  Rs,,
RLG0 per annum as compared to
B g per anntyn for other
tecamntives,  The opemtional efile’
cweney of  these locomotives was®
wiro law,”™ - -t

Soadie Irosave (Y “The oxetse
auerestocking of  stores anag
e i Bhilal o s g matter  of
Cheas o conrern, ‘Phe existeace of
~oodis s{oFes ang sparges to the,

coul Re 3005 erorex on comples,

of the [ million teunes siage
As, 201 erores in 1964 i« an
satlon of & wedlous lacuna in
provisioning  sy<lem. As o

Itn

R

éiefleasé‘»?ﬁ; 59/46/85 ¢

revult of this, valuable foreign’

[ 2111

The progress of DBokaro Plant
buiit up by the Soviets is an ex-
ample of how costs’ mount up
whielt more than makes up for
low rate interest., The original
estimate was Rs 671 crores. Al
ready they are up by Rs 983 cra-
res! The story at Bhilal- was the
same, The original cstimateg  of
Rs 110 crores {n 1956. had gone.
up to R& 202 crores in 19631
. The 1import of manufactured
‘gonds by the USSR is cited as
~another instance of generosity !n
economic  dealings with  India,
The other countries, in contrast.
mostly Import otr raw materials,
The {mportant polnt here is that
Western countries have hich ma-,
nufacturing standards and Indla‘
hias yet to catch up with thcmr

_in sophistication tn many. indus<. 7

’tries. 3
Secondly, our goods ave priced
out of International markets

towinz o inflaviun and antli-mo-
.derplsation  economie policies,
Where some of our industiries
-have reached international levels
of sophistication and modernisne.
tion, e.g. some of our texties or
‘enzincering  products, all  coune
tries naturally buy from India '

" Rupee Agreement

The most important area of.
Indo-Soviet  cconomle  dealings
Which is praised is what s com-;
monly known as the Rupee Paye;
ment Agrcement, 1y iy sald that
India saves f{orelrn  exchange,]
which {s scarce, beeangs she pavs!
Russia In rupees: for goods!
bought from the U3SR. A close
examination of the rupce trade.
¢hoWs that Indin ia not a gainer
&5 commonly made out, i

In the first plaee. in internn=
tional trade ultimately imports|
ang "exporis should balance each |
other in value whulever he  the!
currency in  which the transac.|
tlon nominally takes place, So
rupee payment has no meaning)
hecause the rupec accumulated:
by the Soviets (n India mive themy:
an undue advantage 10 buy goods!
of their chinice at 3 tlme conve-
nient to them and prices of thelr
choice. beeause the rupee accu-
mulation gives them the “holding

‘
'
t

power” so nreessary In striking
barzains

India. 1n the mcantime, has
“lost heavily in two wavs Je-

“cause of the illusion of paying
in  rupees. most imports arg
_allowed only from rupce trade

arexs (USSR and Fast European
countrirs).  ¥Formerly, in world

markets our  imports  were at

competitive prices, Now that the

rupre  trade  countries  know

that we huy only  from thens,

higher prices are quoteg by

them Lxperienced businessmen

estimate that we pav 30 to 50

ner cent more than world pri-]

ees  hecause of this  monopaly

market we  have created for!

them under 'the rupee paymentsJ{

"Switch Trade .

-Fhe other-evil s the wss o pre='

clous foreign exchange in hard
eurrency bv . India © Under the
rupee payment svstem, the CSSR

[:201* SR .
tries .buv our goods. which we

CHBP7 9 PARHDOAO OB00% -4

switeh- trade.  That Is, ships are
taken to an Internationat  port
from where (hey are cdlhverted to
hard currency areas and 2orday are
rald at prices lower than whatl
India could have earned. The idea
I8 simple: They want aard  cur-
rency for which they do not have
{tems of sale tn Western countries .
8n. even a lower price thay get Iorl
Indlan goods is o gain for them
and enables tliem to linpoit &ope
histicated materials  which  they,
ean buy only {from West

tries. In the bargain, W
raditional markets. A 1ec.

tance ol switch trade is tne

ort {rom Italy that Indi{an leal..

r is bought through pon-Indian
sources! .

Under rupee trade, nterests of
our country have been sacriiced to
the Communist countries. The.
acid test of Rupee Parmientastew
nient came in the ware of deva-
luation, The USSR reiused to ac
c2pt our devalued rupee, aud only,
m the face of adverse public
opinion in Indla marginal conces
sions were made later. Othierwlse,
‘tupee trade has meant, “heads I
win, tails you lose” proposition for

them.
' Wagon Deal

. ‘The latest instance of the dis-'
‘sdvantage to India of the pre
sent trade pattern is the wapon,
deal. A promise was irade drae
matically to buy wagons f{rom
‘Ivdla, Now, the deal nas practle
-ially fallen through n7ecause tho
prices offered are 509 of the
-sale price, and rauch below cost
of production. ’

Such dramatisation for puplicity
purposes and hard bargaining are
part of Soviet trade techuloues, A
British firm of machine ol ma-
nufacturers which jumped at a

det offer to buy a  huge lot'

g out whas it means to deal
wath e thenn Among  techniques
empléved were a “walk-out" dur-
ing price nepotiations; and  eme.
ploying three Soviet  lawyvers to
interptet the  same  elauses  in
three ditferent ways in order to
conluxe the seller! .
v While we - thus note the disad-
vantaze of many aspects of our
economic relations with the USSR,
it does not mean that our {(rade
links with that country should ba
ut off, We can pronote cur coN-,
sumer goods in  Soviet markeis’
‘where there 18 a  “huncer® for
such goods as shogs, nlades, eloth
etc. -Once azain, our sccond arade
cashew and other iteras have no
markets in advanced couniries of,

Jhe West, but Communist coune
:tries, beecause of their  reatively
dow level of income, absorb ther
{On the whole, even a brief exas
mination of Indo-Soviet ecunomic,
dealings. purely from un cennhoinie”
«angle, shows that there §s not
much to enthuse about o far as
India is concerned. On the Cons;
trary, the time has come for a.
reappraisal of our trade and ¢coe
nomic  collaboration asreements
with the USSR to safeguard our
national  interests. After  all,
{rlendship is a two-way street... |

n
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FAR EASTERN ECONOMIC REVIEW, Hong Kong

22 January 1970

INDIA-SOVIET Ub{ !

The new swing to the left is _
likely to cost the Indian cconomy dear —-

but the swing to Moscow may cost even more

Medical Madness

TYREMIER Indira Gandhi is determined to give India a
i further dose of socialism. This unfortunate trend comes
after a period when it looked as if the government had
woken vp to the damage inflicted on the economy by rigid
insistence on socialism for its own sake. As Mrs Gandhi
turns left she will find the enthusiasm of her country’s major
aid donors—in the West—will diminish, for the new
policics bear little promise of injecting the Indian cconomy
with a newflound vitality. Moscow however is certain to be
delighted with the new look in New Delhi’s economic affairs.
The trouble is that past Soviet aid has not proved to be an
unmixed blessing. The Russians may decide that Mrs Gandhi
deserves their increased patronage but it is to be hoped that
any new Soviet projects are not the monstrous white elephants
which their medical supplies plants have become,

Dectailed parliamentary  enquirics  indicate that these
pharmaceutical and surgical projects in Rishikesh, Hyderabad
and Madras are remarkable examples of how Moscow has
attempted for its own political prestige to win a foothold in
Indin’s aid programmes and in the process revealed the
shoddy technology the Soviet Union was prepared to export
to a developing country in Asia.  As usual when its aid pro-
jects in India go sour, the Soviet' Union has attempted to
conccal the facts. When some truth has come to light, it has
put the blame on India. Moscow also has made its usual
bid to force Wew Delhi to make the plants into viable con-
cerns at the expense of the Indian -economy and its con-
sumers.

The facts behind the scandal of Soviet aid for the Indian's
pharmaceutical and surgical industry are relatively simple.

The projects were first mooted in 1936, At that date, Soviet

technology was known to be behind the West but this factor
was discounted on the grounds that the Russians had ex-
perience in designing similar plants for Eastern Europe and
China. (It has even been suggested in the Indian press that
the Rishikesh plant was originally built for China, dis-
mantled and shipped to Lidia.) In practice, the design ex-
perience of Russian engineers was irrelevant to India. The
stainless steel and airconditioning equipment they employed
did not suit the Indian climate. At the same time, the Rus-
sians lacked complete designs for the plants, and they were
forced continually to medify their original plans and to im-
provise as construction proceeded.  Essential cquipment was
often omitted “by mistake”, and delays were caused by the
late arrival of working drawings, raw materials and equip-
ment from the Sovict Union.

‘T'he Indian government had no time clauses written into
is contracts with the Soviet Union, so that Russians, natural-
ly, have refused to pay compensation for losses caused by
delays.  Where completion schedules were spelt out_by the
Soviet Union, they were not met. Cost esimates of plant,

cquipment - and” factory” €onstruction Were révised five timés™

7

By A Correspondent
" New Delhi

in_eight ycars—always upwards. On the

project, costs—went “up” 6197, and “on the antibiotics project
67%,. The tragedy "of all this was not only the waste of aid
“Tunds but the frustration of Indian hopes that by using
Soviet technology, the country would save time in setting
up its own medical supplies industry. Schedules for comple-
tion of construction finally were drawn up in 1964, revised
twice by 1967, and even then not met. The Russian chicf
technologist at the antibiotics plant said last year he hoped
the project would be a success by 1971, but cven this date
secms over-optimistic. .

Russian costings of actual production scem to have been
hopelessly wrong. The Soviet specialists estimated they could
produce vitamin Bl at Rs100 a kilogram although the cost in
the Soviet Union itself was Rs750. The actual cost in India
proved to be Rs1,200, but Indian improvements were able to
bring the figure down to Rs600. For streptomyecin, the Rus-
sians claimed they could produce the drug at Rs67 .a .kilo:
gram.,

The cost in the Soviet Union was Rs450; from the cheapest
non-Soviet source a mere Rs200; while actual production costs
at the Soviet plant-in_India_were Rs367. TFolic acid costs
Rs200 on world markets; under Soviet design; its cost in India
is Rs1,250. Significantly, production of penicillin at Hindus-
tan Antibiotics Limited, an Indian plant, has risen from two
tonnes in 1956 to 40 tonnes at an average cost per unit of
Rs0.34 compared with a unit cost of Rs0.50 in the Sovict
antibiotic project. N

The Soviet Union also fell down badly in planning pro-

duction.  For the tetracycline group of drugs, the Indian
authorities originally estimated that demand would rise from
10 tonnes a year to 40-45 tonnes by 197172, But the Russians
insisted on installing a capacity of 120 tonnes a year. Of
this, 100 tonnes was to be devoted to chlorotetracycline, an
obsolete drug not used by Indian doctors. For prestige rea-
sons, the Soviet Union demanded the right to manufacture
penicillin despite the success of Flindustan Antibiotics.  Fven-
tually, the Indians conceded 30 tonnes capacity to the Rus-
sians, but they installed 84 tonnes capacity bringing India’s
total production well above national requirements,

A similar picture emerges on the surgical instrumcents
side.  Part of the Soviet strategy in dealing with New
Delhi is to argue that capital costs are lower if bigger
capacities arc installed immediately instcad of phasing the
development of plant to mect the gradual growth of Indian
demand.

The Soviet experts claimed that to be viable, the
surgical instrunicnts plant would have to produce 2.5 million
instruments. But demand for the plant's output has proved
well below this figure. Indian surgcons refuse to use 60-759/
af the -Soviet instruments. The plant produces items already

S
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ST ¢ thouy as tried to
that this kind of overlapping be avoided. The costs

vbonmriments turned  out by the plant have shot up
sarmingly.

The Soviet Unian failed 0 make any provision for
sruments not manufactured already in India. When this
situation came to light, Sovier advice was to carry on
unwanted instruments in order to train workers.
Thus in 196667, almost 20,000 picces of one instrument were

iii
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g

aed out although only one had been sold in the previous
vear and 65 pieces were lying unwanted in stock.
" The Russians and the Tndians both failed to make proper
feasibility studies. No attempt appears to have been made
io draw up accurate costings by the Soviet Union; its ex-

peits were guided by rule of thumb and expericnce else--

where,

The Indians could have called for tenders from the west
failed w0 do so. (The British firm, ICI, apparently
offcred w0 draw up a proposal on plant construciion but
s offer came to nothing.) LEven by Indian standards, the
Russians  scem  grossly  inefficient. ~Hindustan  Antibiotics
produces for Rs80 million the same volume of antibiotics
which  the Russians manufacture  at their plant for soms
Rs220 million.

This last is a viwl point. Much of the argument
in favour of Soviet aid for these projects was the
“oncrous” terms the west would impose for its help in
building up an  Indian medical supplies industry. No
attempl was made, it scems, to* find out just how “oncrous”
these terms might be. Bue interestingly, Hindustan Anti-
bioties makes use of western patents and knowhow, for
which it presumably pays licence fees, and is secemingly much
more cfficient than its Russian counterparts.  The Russians
have cliimed  that their projects were never intended to
nwke money; their aim was to save forcign exchange. But
even this argument turned out to be shakey. Delays in
constructing the Russian plants meant that drug imports
had to be continued for an unnecessarily long period. For-
tunately, improvements in western technology have slashed the
pricc of imported drug dramatically, ‘But this trend has
weakened Soviet claies about the amount of foreign ex-
change their plants would save,

1
DUL

The Indians are trying hacd to salvage something from?

the wreck. New Delhi hopes to persuade the Russians to
buy back some of the surgical instruments which Indian doc-
tors do not want. India also hopes that the Soviet Union
will reduce its fieree competition abroad to allow India to
export some of its unwanted surplus. It is only by finding
overseas outlets that the Indians will be able to run’ the mas.
sive plints foisted on them by Moscow at anything like full
C.ll\.\\.’”‘\',

In private, Indian government officials confess their in-
varvement in these Soviet aid projects was not based on hard
“ensical considerations. Presumably, the New Delhi authori-
i were heavily influenced by their desire 1o woo Soviet
coomatic support. On the surface, the Sovier Union was
cere motivated by economic factors, claiming amongst other
2ty that the plants were the best means of using Russian

d
3

1 .

projections, and construction schedules — essential
shecaosueeess of the ventures.

But, again, political  considerations  seem  to  have
»od - dominating role as the Russians so badly botched
the basic technical requirements — such as cost studies,

CPYRGHT
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The Cold War appears to have reared its ugly head in
the Soviet aid programme. The only justification for the
colossal waste of resources in the Soviet medical supplics
plants — and the danger of public indignation when the facts
came to light — must have been a desire to keep the West
out. By saddling India with inefficient plants, the Russians
have ensured the devclopment of this industry in the public
scctor rather than on some co-operative basis with private
western concerns. Now that the plants are in operation, the

Indian planners have to try to live with their inefficiencics. "

This can be done only by commiitting still more resources to
the plants in an cffort to make them viable and by reducing

imports to widen the market for the incfficient products of

the Soviet enterprises.

Paradoxically, the Indian government has still not, faced
up to the mess it has allowed to develop in the pharmaceuti-
cals and surgiéal instruments industrices. Indian experts
have been told not to argue with the faulty arithmetic of
their Soviet counterparts. Indians in general find it hard to
be objective about the merits of Soviet technology even when
it has proved a manifest failure in the Indian context. The
triumphs of the Russians in space exploration are a key
weapon in the Sovict propaganda battle to cover up their
technical failures in India. At the same time, the number
of Indians is large who feel that the transformation of the
Soviet Union from a backward nation into a relatively modern
economy provides a more relevant model for Indian develop-
ment than the west,

The Russians also have intervened directly to ensure that
the minimum fuss is made about these plants. S. A. Skachkov,
chairman of the Soviet state committee for cconomic relations,
visited India at the end of 1968 and bluntly blamed the
Indians for “mismanagement”, according to rcliable press
reports. .

He went on to demand the Indians make an effort 1o
ensure that the projects built by the Soviet Union in the
public sector were kept in operation. In other words, Indian
planners should slant their projections to generate profits in
Soviet projects no matter what the real economic costs of,
such tactics to the economy as a whole.
~ In 1969, Izvestia denounced critics of Russian aid projects
as sabotcurs~of~SovietIndian friendship. It is tragic that in
its quarrels with Pakistan and with an unfriendly China to
the north, New Delhi should feel so dependent on Moscaw’s
friendship.

The pricc of Soviet support is horne everyday by
the unfortunate sick of India who are forced to pay far morce
for drugs than they would cost on world markers and face
operations by surgeons whom the government would like to
dragoon into using Soviet surgical equipment  which they
regard as second-rate.
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projects
assailed

ter to Prime Minister
Gandhi, 83 Swalantra

the Soviel-alied  public
projects in the country.

recent reporis  of  the
i Undertakings Commlittee
ping, among  others, the
steel pre
[]icd Machii

tion.

1

out-dated.”

of the targeted capacity.
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Hindustan Times Correspondent
HNew Delhd, April 26-—-tn a let-

and Jan
Sangh members  of  Parliament
today urged immediate steps
climinate the lusses sufiercd

According 1o ihein, sueli pro--
jects suflered .o total loss of
105 crores in the last three years.

The MPs made a reference

the Mines and
[ ¥y Corporation
{the IIcavy Enginecring Corpora-

hey said  the RBokaro project,
swhich would cost Rs 1,000 croves
against s 560 crores originally
cnvisuged, would be three years
behind schedule., The first stage
of the project itsell would. - incuy
a -loss of s 26 crores a year.
As regavds the MAMC it
sullered an acorepate loss of
20 crorves. While its capacily had
bLeen ralsed 1o 45.000 {onnes,
actual demund wag not more than
2,850 tonnes. The plant did
supply more than 1,230 tonnes of
mining machinerv:  The
plant at Rishikesh was “old

The HEC, the letter said,
been incurring heavy losses
had not even attained 20 per cent

were no two opinions about the
Tact that something was definite-
Iy and inherently wrong with the
public secctor purojects, especially
those run with Russian help.

HINDUSTAN TIMES, New Delhi

31 Januvary 1970

TIMES OF INDIA,
5 May 1970

New Delhi
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New Delhi, May ¢ (PTI) —The
Government today stoutly defend-
ed the Russian technical collabo-
ration in the off-shore drilling in
the Gulf of Cambay and repudi-
ated opposition charges that the
|setback to the programme  was
caused by defective equipment
designed and installed on  the
basis of advice from inexperienc-
ed Russian experts.

Answering a short notice ques-
tion by Mr Kanwarial Gupta
(JS) and three others, ,the Min~
ister of State for Petroleum and
[Chemicals, Mr D. R. Chavan, said
the setback was not caused by
defectlve machinery but by leak-
ge of drilling mud into the sea
and tihre resultant loss of mud cir-
culation,

He denfed an allegation by a
ew Congress member, Mr Sila-
am Kesrl that the setback - was
caused by attempts to sabotage the
ublic sector drilling programme,
[He also denied an opposition
harge that the setback in the

s 4 crores. According to program-
e only Rs 120 lakhs wera to have
een gpent in 1969-70 and Rs 145
lakhs in 1970-71. He could nof,
owever, say offhand the actual
stimated loss on account of the
etback.

Mr Chavan sald the off-shore
tilling operatlons were actually
eing carried out by the Oil and
vatural Gas Commission depsart-
nentally and the Soviet team was
aly providing technical assist-

{ securing any performance guar-
ntee from the %ussians.

The Indfan team engaged in the

nce. Hence there was no question-

Minister denies charges
against Russian experts

project was trying to sort out
the trouble encountered in the
present drilling programme and
with the experlence gathered they
would be in a.posilion to avoid
similar diffieuties in future.

To Mr Gupta's query whether
the Russians lacked suflicient ex-
perience I the type of work now
being undertaken in the Gulf of
Cambay, the Minister s=aid the
Russiang had had sujlicient ex-
perience in similar shallow water
drilling work in the Caspian Sea:
arca where some of the Indian
engineers eéngaged in the project
were also trained.

He said the Russian:techuicians
had collaborated in oil explora-
tion work in Ifdia between 1063
and 1868 and it was they who had
located the oil-bearing structurex
through geological, seismological
and other surveys.

UNI1 adds:

Mr Chavan also sald that the
commiftee constituted to study
the techno-cconomic aspect of us~
ing different feedstocks for the
new fertiliser projects was ex-
pected to submit its report within
four months,

He told Mr Maharaj Singh Bha-
raii that the committee whieh
was originally asked to submit {tx
report in four months could not
do so and the time limit had been
extended.

Mr Chavan said no final deei-
sion had been taken on the in-
port of ammonia 10 be used
new fertiliser plants, 1f it wae
decided to import ammonia, 1t
would be used in the Trombav
fertiliser plant and in the second
stage of the Cochin fertiiiser plant.
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Patna, Jon, 30 (UND)=—The third
unit of tha Barauni Oil Refinery,
with a capacity of ono milllon
tonnes, has been rendered  idle
due Yo non-availability of erude
oil from Assam.

Mr R. N. Bhatnagar, General

relinery in Assam bad. rendered

retinery idle; erude

Managor told visiting

tonnes | tonnes crude., he sald.

from Assam. But Mr Bhainagar also said
the announcement of the Goverae

ﬂ roirg .
SITOIaYe
&

newsmen | the third unit {dle. It would re- ;raw materi-l; required for
) on Wednesday at |main ldle till the Centre decided | complex were already booked.
Barzuni that the third unit was set | to import additional one
use the one miliion
surplus crude

million | Unle.s more reflucsics were
Up in the couniry in tie neat frw

there | yoors tiere wnuld br v r'w
1 was ho possibility of sctting up [ materials avaiiable from
ment decirion to set up a sccond | a2 petro-chemical - complex at | existing refinesics for a ncw
Barauai in the near future as thel chemical complex, he said.
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Searchlight on

Bokaro—I.

CPYRGHT

By K. V. SUBRAMANYAM
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ravinL Information Department of
» USSR - Embassv in Indias

n it Sovlet Review  dated
'y 31, 1970, stated: “The
eredit for India for Bhilal
very much  appreciated in
« Jor several reasons. First, it
made available to Indla at a
1 other countrles were not
to help the developing

in  bullding thelr basic
cirws without their own parti-
u;  secondly, it envisaged a
of interest of 2.5 per ceng
um while the Western firms
demanding over six per cent
annum  interest on credits as
caisg the right to share profits
iy future; thirdly, the Soviet
Union gave an option to India to
pay bhack the principal and inter-
¢ thereonn ity rupees which were
oo} itiiised by the Soviet Gov-
-l for purchasing Indlan
poods;  larily, the payments were
to vy only one year after the
comnletion of deliveries of equip-
votent, or in other words, by the
H ¢ the plan% was in a position to
retures on the invested capl-

L e starement added that all the
iy eredils extended to India 1))

Puow by the Soviet Unlon had been.

Con osimilar terms,
i Thun, according  to the Embassy,
fiha Moviet Unfon had given  the
i i 10 India to repay the
«l and  the luterest thereon
s which were to be utllised
Peyv Soviet organisations for the purs
crolse ol Indian goods.
Lo Ay, however, as the Prime
e stated clearly in her
by o quotation from the
ant article In the Indo-Soviet
agreements, no such option is
Y {0 us in any of the contracts;
t Is the Soviet Unfon which
0 {ts¢lf the option to de~
i repayment either in  goods
;10 he purchased in India or in
| pounds  sterling.

uveh nieed be said about the
advantages of the low in-
xcept  that it has to be
the context of the hlghly
value of the rouble and
niiby of the equipnmient  supe

the over-publicised
paymenis are to
i alter the comple-
ery of eguipment or, in
hy the itime the plant
S0 F0 mive returns on
Sedocapital. one need only
the  example of Bokaro,
© Ry 1056 crores of So-
s alrveady been uti-
1 orepavments of the
i are  being
ement while

0 reallse the

5 claim,

T REICITING 10 CAe gennition of the
gold content in the rupee a&s sti-
pulated in the Indo-Soviet credit
agreements, the Prime Minister ob-
served: *“These are standard clauses
in all our credit agreements re-
garding adjustments to be made in
case of change in the .exchange
rate. Here again, the situation {8
no different from what it s in res-
pect of the credit from Western
countries where, since repayments
are  determined in foreign ex~
change, the rupee equivalent varles
auromatically in response to change
in the exchange rate.”

inoted that the credit for the
Bhilai Steel Plant was actually ex=
‘tended in goods and services with
the rupee as the sccounting unit:
the word “rouble” does not find
'place anywhere in the agreement,
The prices payable for the goods
and services received were to be de~
termined in rupees by mutual
negotiation.

Oversimplification

The amounts thus accruing . to
.the credit of the Soviet organlsa.

chase of goods In Indla or fully
converted inte pounds sterling. The
Bokaro g-reement. in contrast, re-
veals that the credit extend-
ed is in roubles whose value, a
also that of the rupee, is defined
in terms of its gold content.

The payment for the DPR is to
be in accordance with the Indo-
Soviet trade agreement in forca
whilst the payments for the worke
ing drawings and equipment im-

One mav ask the question: why

rard to pavment as between the
DPR on the one hand and the

' the other.

The two sets of agreement ace

scording to- which Indo-Soviet co-
‘operation is practised provide in-

.teresting material for study and has.
direct relevance to Bokaro,.

The history of Ingdla’s trade
with the Soviet Union has passed
i through four distinet phases,

1 Earlier terms

The {irst was from March 1947 to
June 1953 when there was no fore
‘mal trade . or payments agree-
tment.,

The second was from - December’

1953 to March 1956 which was the
exchange settlement phase. It is to
this perfod that the Bhilal agree-
ment belongs: and it {s during this
perfod that the agreement in force
provided for the liquidation of the
fupee accounting balance through
conversion Into pounds sterling at
the Lerminaui).?] of the - stipulated

This statement oversimplifies the,
actual situation. Now. it may be

tions could be utilised for the pur~

ported are to be in seccordance with-
the credit agreement for Bokaro,.

this differential treatment in re-

workine drawings and equipment on

arrangement., March 1956 to Jahu-
ary 1958 is5 the “Exchange Setile-
ment-cum-Credit Agreement period.”

This was followed by the new
Trade and Payments Agreement in
January 1859 which marks the bee
ginning of the *“Offset Settlemernit-
cum-Credit Arrangement”  phase,
tUnder this arrancement. the rupee
balances were po longer converti-
‘ble into sterling at the termina-
tlon of the agreement and the bi-
lateral account could ne longer he
replenished by sales!purchase of
sterling. )

Thus the account was virtually
closed with the current transac-
tions while the. unilateral credit far
technical help from the USSR ce-
presented the only source for re=
plenishing it from outside. - To
this must be attributed the para-
dox-—a net trading balance n
India’s favour and a large volume
of credit from the Soviet Union
during the last decade. The Old
Man of the Sea had secured a
stranglehold on Snbad the Sailor.

This situation has been further
aggravated by the fact that the

-value of the rouble in terms of

its qold content is what the So-
viet Unlon says it Is whilst the
value of the rupee 15 what the
world including, of course. the So.
viet Union {tsel!, accepts i1t to be,

Under the circumstances, with

an offset settlement of balances in
.the trade agreements In force after
January, 1859 resulting In- the in-
“convertibility of the rupee, with all
(kinds of Inpayments and outpay-
“ments channelled through these ac-
counts, an unusually close link was
‘established between trade and. non-
trade transactions.

The Soviet Union could, therefore,
offer any price, however high, when~
ever it wanted to overbid its rivals
for any goods of Indlan origin be-
cause the repayments nced only be
7in elther such goods of Soviet ori-
~glon as it chose to sell or in the
‘service of such “speclalists” as have
assisted the IDPL Into losing nine
crores of rupees In return for a
.modest third of its sales of a crore
of rupees during last vear.

No choice

. According to the trade agreements,
. the only benefit we can derive from
-8 favourable balance of payments
position is to be able to import
from the USSR what it chooses to
. glve. According to the credit agree-
ments, the even more doubtful bene-
-fit we can derive Is to receive nota
so~-modern, unbalanced whole plants
~or equipment Mke those of HEC,
MAMC, IDPL or now of BSL, the
payments for which . ave t0 be made
“either in goods of Indian origin or
:in pounds sterling as deckled by
-the Soviet Union,

The Prime Minister has stated
in the Lok Sabha that the Soviet
Union hes not il now demanded

«
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repayment in steriing by exercising
Lils option ineorporated in the see
veral credit agzrcements, But that
cal only be a consclation for the
present, no assurance at all for the
future as many a developing nas-
tlon, not excluding China, was made
to  realise through bitter experi-
eice,

In the light of these generalitien.
{t s worih while examiding some of
the salient features of the Bokaro
agreement and the coutlracts en-
tered into in accordance -with g,
One of these has special significe
ance in the present contexi of the
prowseol that bas been signed by
India and the Soviet Union relating
o the expansion of the Rokaro
Steel Plant, because. {n answer to
a question in Rajya Sabha the Aia
nister of Steel and Heavy Engine
earing  stated that: “The Bokaro
Steel Plant has not been undertaken
o a turn-liey bhasis by the USSR,
The responsibility for the construce
tionn les with the management of
EBokaro Steel Lid while the Soviet
orranisation has functloned as cone
sultants”

Govt statement

Now, the followiny extract from
the record of the discussions held
in the Ministry of Iron and Steel
on February 16,1866 s the staic=
ment of My N. N. Wanchoo, the
wen Secretary in the Ministry of
Iron and Steel and Chalrman”  of
Bolkznro Steel Lid:

“This business~—turn~-key job—can-
not he entirely between Bokaro and
HEC. The reason for that is ihat
there is an mier-governmentat v
reement  belween  the Government
of India and the Governmen: of the
Saviet Unlon, which says that the
Soviet Unton 13 helping the Gow
verument o India, to establisliveg
stee) plant at Bokaro and for this
the prineipal responsibility is plac«
ed on the Sovier organlsalion to see
that sueh a plant is arected and
Works guaraniees are 0 be given.

“Now the Sovlet Government hag
nominated Tiazhpromexpori as, the
appropriate Soviet organization for
dolng this job =nd the GOI has
nominated the BSL. Both of them
must  work  within the framework
of the inter-governmantal axree-
maent,

“Therefore, ¢ Bokaro Steel should
wang to place a turn-key job up to
the hlast furnace complex stage,
let ws sav. on HEC, Tiazhpromex~
part cannot entirely forzet their res-
ponsibliities in the mather. We can
only do it with the cousent and
apnroval of Tinzhpromexport bDe-
cause  their responsibility for the
workine of the entire plant still re-
meinsg.”

If this interpretation of the Micre
ravernmental agreement of Mr N.
N. Wanchoo !s correct. Bokaro hay
to be considered a turn-key job,

This would become clear from a
careful studv of the relevant dow
cuments and statements made by
Soviet renvesentatives.

Final say

Bokaro 15 & turn-key Job—but
with a difference. In all turn-key
jobs, the parties undertaking them
have the tinal say in all decislons re-
lating to them as also full respone
sibillly  with sultable penalties for
failure to comply with the -terms
of the contract in regard to perfors

mance. In this cage as with most
23 = ALIEEINET; LS, T8
oviets, whilst retalning the final
$¥ in all the decislons. even the
dcial ones, have seen to it that
eir responsibilitles are of the bare
¢t minimum. limited onlv to giving
arantees that the equipment they
onlv fullv conforms to the DPR.
That this 1s the case in all Soviet-
ded projects with such rare ex-

gt shanld s ~towe
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ous to anv one who 1Is acquaie .
with the IDPL’s plants and 2
vort thereon bv the Commitier on
. Public Undertakings. In fact every
one of the deficlencles pointed ous
bv the committes in reeard to IDPL
are manifest in the BSL, which s
fiterally following in the foolstcoy
of the Antivatics plant of Rishikesh.

{To be conciuded)

Searchlight on
- Bokaro—iT

By K. V. SUBRAMANYAM

CPYRGHT |

—UN'EW@ metnods By
which the Soviets have acquired

powers unrelated to their responsibi-
litles in the construction of Bokaro
‘is through having .the Government of
Indla agree to fhe stipulation that:
“except where obtherwise provided the
:DPR shall be worked out according
‘to USSR norms, standards and re-
gulations.” The stipulation extends
even to the dimensions of refrace
torles.

Both Houses of Parliament were
told that it was neCessary to ace
.cept thls stlpulntion as the Soviet
organisations were required to give
performance guarantees in respect
of the designs and equlpment and
that the guestlon of loss on £his
account did not arise as all items
of machinery and etjuipment that
could be manufactured within the
country were to0 be obtalned from
Indian sources. I am afraid the Mi.
nister of Sleel was not correctly
briefed.

13 surprising that those who
briefed the Minister should be un~
awgre that by agreeing to this mon~
strous stipulation they have enabe
Jed the Russlans to send us their
stafdard equipment such as the
100-tonne LD ecanvertors and 5.5
million-tonne slabblng mill and hot
strip mill with effects on both capi-
tal and operating costs of Bokaro.

Do not these higher capital and
operating costs, either because the
LD. convertors are of smaller size
thah are available from other sour-
ces or because the rolling mills have
excessive [nbullt eapacity (5.5 mile
lion tonnes) which they may not
attaln even after tan years, re-
g;-esont losses directly attributable

our accepting Russian standards?.

Revelations

At the meeting on December 10.
1989 w distuss the guality of steel
Mr V. L. Agre, Chle! Deslgn En-
gineer of the Soviets at Bokaro,
made some extraordinary revelations.

The minutes of the meeting
should act as an eye-opener even

to those blinded by propaganda and. . o
make them see that Soviet welding - =

technology s behind even that of
Indiz and far behind countries ke
Great  Britain, West . Germany,
Japan and USA snd that Soviet LD
convertor  practice 18 in such &
stage of development that they have
far Jess confidenc¢e in the LD steel

il

produced in thelr own country than
we have in the LD steel produced
in Rourkela. And, the entire steel
production at Bokaro will be from
LD convertors provided by the
USSR!

Another meeting held on Decems
ber 19, 1869 did little to resolva
this controversy as the Soviets did
not agree to deviate from thelr spe<
cifications already given in thele
design drawing as, in thelr view,
killed quality steel for some of the
an?ortant structures 1s very esscne

al,

A reference has been made to the
design organisation in the USSR
to reconslder the use of killed stecl
in view of the modifications for IS?
226 quality of steel. The Board of
Directors has also approved sending
a small delegation to the USSR
for finally deciding this issue with
Soviet desipners. And that is the
most Interesting end to this cone
troversy for the present at least.,

Effect of delays

i The effect of these delays which
‘still continue on ihe vprogress of
Bokero can easily be gauged. Need
there be any doubt that the adop~
tion of Soviet norms and stan-
dards has been the cause not only
of these delays but also of the los-
ses arising therefrom?

+ It may be remembered that only
& few months ago Mr N. N, Wan-
choo as Chairman of BSL had sta-
ted in publlc that every day's delay
in the commissioning of Bokaro
cost the nation Rs two crores. The
Minister - himself told the Ragya.
8abha on March 17, 1070 that the
Joss_on this account was estimated
at Rs 25 lakhs a month and that
the delays were caused by factors
beyond the control of the manage-
ment, such as non-availahlitty of
steel plates of killed quality Lo
the fzbrication of structursla, fal«
ure of Indigenous manufacturers to
supply refractories in time, labour
troubles and so on.

It 1s not clear how labour trou-
bles constitute a faclor boyond the
control ol the project authoritics
unless there has been gross mis-
management. Be that as it may,
the two other reasons are undoubi-
edly due %o our agreeing to Ruse
sian standards, -

Since 64 per cent of the equip~
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ment, 97 per cent of the struc-
tural end a large percentage of the
refractories are 1 be procured from
India, it may be asked whether the
indlzenous manufacturers are ex-
empt from guaraniees because they
have to manufacture them not to
Indian, but Russian, standards. Will
the Russtans allow us to manuface
ture them to Indian norms, or, will
they forge the guarantees in re-
turn for our agreeing to manue
faclure them to their norms?

- Need for probe

As regards refractories, not much
need he sald except that a thorough
inquiry by a high-level commitice
unconnected with the Ministry of
Steel and Heavy Engineering, BSL
and the Soviet organisations in
India can bring out the whole sor-
did story of the artificial shortage
that was created to provide plausis
ble excuses for delays of Bokare
due to other causes and incidentally
to enable imports from the USSR.

It is necessary, however, to note
here that the import content of
refractories has been the highest
in Sovlet-aided steel plants whe=
ther at the miilion-tonne stage or

during expansion a5 compared to
Rourkela, Durgapur, TISCO and
1ISCO, which fact ought t pro—
vide the starting point for any
such inqulry,

‘The metter of the supply of
refractories has also figured dure
ing question hour in Parliament.
The Minister of Steel stated that
the domestic refractory industry is
unable to cater fully to the re-
quirements of the steel industry for
silica bricks needed for coke ovens
and for high-grog fire-clay bricks
needed for the bldst furnaces bee
cause many of the refractories
producers are not equipped with
facilities for production of thess
ftems and those who have the
necessary facilitles are fully book-
ed with orders and that an exa-—
mination whether any of the closed
refractory units in the private sec~
tor can be taken over in the pube
lic sector is in hand.

Why were these units closed,

Closure of units

especially that of the Asian Ree
fractorles bullt with Polish colla=
boration and that of Assam Silmi-
nite bullt with West German colla-

all these efforts to await
* isatlon of the orders for the ime

boration? On another occasion the
Minister of Steel stated in the Lok
Sabha that permissible relaxations
In inspection procedure for Sup~
plles from indigenous sources are
being allowed without affecting the
quality of refractories, of course
after orders for imports of 22.060

‘tonnes have been placed and mr-

ther orders Zor another 24.063 ton=
nes have been finalised, both with,
USSR,

Why had these efforts at relaxa-
tons to await repeated complaints
from indigenous manufacturers and
the appointment of a committee by
BSL under the chairmanship of
the Director of Central Glass and
Ceé-ts;n;ic Research Institute, Caie
cu

Why were the Soviets allowed to
have the final say in the accept-
ance or rejection  of refractories
Irom indigenous sources if they are
merely consuitants and the respon-
sibtlity for the construction of the
Bokaro  Steel Plant is that of
BSL as the Minister of Steel stated
in Parllament? Lastly, why wera
the finale

port of over 46,000 tonnes of Yo
Iractories from the USSR?

MARCH OF THE NATION, Bombay

ust before Mrs Indira Gandhi

A MARCH SPECIAL

inaugurated dril-

ration by a set time,

he was

CPYRGHT

ling operations at the Soviet-aided Aliabet 0Oil
Exploration Project MARCH of the NATION
stated categorically that the project was doomed to

failure,

On March 21, 1970, this paper
wrote: “If one looks behind the
gorgeous facade of the project,
one will find total incompeteitie,
crippling red tape, and ramnant
corruption™,

The same. issue of MARCH
said that at Aliabet there was
“no planning, no organisation,
g0 nothing”, that  the drilling
rig had not even been properly
“bedded”, that its location was
faulty, and that technicians on
the spot feared  for their very
Tives H)oc-mxso they had been or-
dered to continue work in wea-
ther conditions that were extreme-
ly harardous.

MARCH of the NATION had
also cited chapter and verse Yo
prove that the entre project was
ridden from top to hottom by
graft, that exorbitant prices were
being charged for equipment and
materials, that bribes had to pe
given before bills were paid, and
that the Soviet technicians who
were  supervising  the  project
were woefully behind  the times
in oil technology and at complete
loggerheads with Indian personnel.

SENSELESS BRAGGING

As for Dr Triguna Sen, this
paper had exposed the fact that
by making grandiose i
ments to have the project in ope-

comnt-

playing ducks and drakes wl_-th
the lives of the men on the spot

to bring his foolbardy hoasts to

fulfilment,

Despite the wamings of this
paner, Mrs Gandhi merrily went
ahead with the inauguration. She
pressed the button, or cut the
tape, or whatever it was, and the
drilling rig, . supposed to be yet
another monument to Indo-Soviet
cao-operation, went  into  action,

FIZZLED OUT

. For twenty minutes or so every-
thing went according to plan and
Mrs Gandhi, her pleasant duty
done, retired from the scene.

. Possibly the Lady daes not

ow it even loday, but the une
pleasant truth is that 2¢ minutes
after  drilling commenced  the

" Approve

or rnejease
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machine broke down — when it
was supposed to have gone on
more or less indefinitely until it
siruck oil.

This paper takes a particular
pleasure in saying “we told you
so' — for the simple reason that
Alixbet was so completely  un-
practicable from the very start,
so  beset  with inefficiency  and
technological  bungles,  that it
should never have heen launched
in the first place. "

CLEAR WARNING

It is no use pretending  that
these  things  just “happened”.
They would NOT have happen-
od if the Minister had known his
job and  allowed  technically
qualified people to get on with

theirs, instead of tumbling  over
himnsclf to oblige the Russians and
to meet impossible political
demands.

According to a UNI report
which has been featured adequ-
ately only in specialised financial
journals, the offshore  drilling in
the Culf of Cambay suffered a
setback “following some unexpect-
ed local difficulties.”

The bunglers of Al'abet can’t
get off quite that easy.

Difficulties there certainly were,
but these were hardly  “‘unex-
pected”, Tu fact they were clear-
Iy foreseen by a host of onesite
technicians, given in  delail by
MARCH of the NATION, and
ignored only because of the wil-

try.
SITAMEFUL MESS
The following UNI  despatch,

from the FEconomic Times of 7

April 21, makes  sorrv reading
and should make the Qi1 Minis-
try thoroushlv ashamed of itself
— if such « thing is at all possi-
ble for a limb of our present
socialist  govermment. _

NEW DELIH : India’s fiest
offshore oil drilling venture in
the Gulf of Cambay is report-
ed (o bave suffered a sct-back
following some unexpeeted local
difficulties.

According to reliable reports
reaching  here, drilling  opera-
tions from the platform erected
in the Gulf, 46 km. from Bbav-
nagar port, kad (o he tempo-
rarily  suspended for two or
three days to nut right some of

on back page

ful obtuseness of the Oil Minis-

from front page

The drilling, which bepgn
after. the Pdme Minister, Mrs
Indira Gandhi spudded the wgll

on March 18, is reported to be
cxtremely slow. The Oil and
Natual Gas Commissien (ONGC)
had expected drilling of the en-
tire well (about 1,500 to 2,000
metres) to be completed before
the onslaught of monsoon.

But drilling so far is report-
ed to be about 100 metres onfy.’
At the present rate the ONGC:
will not be able to complete-
more than 500 to 600 metres

by May before the monsoon

© starts.

1t is, therefore, now consider-
ed incvitable that drilling has

to be continued after the maon-

" soon in September or October.

Conditions in the Gulf of
Cambay arc such that it is im-
possible for drilling operations
to be continued during the
monsoon.

SPUTNIKS DA, OIL NYET

As March of the NATION has
pointed out several times during
the past few months, the Soviet
Union simply dogs not have the

“requisite oil technology for_ex-

ploration in the Gulf of Cambay.
1t is more than a decads be-
hind the rest of the world and
was given the franchisc for ex-
ploration simply because Defhi
wanted to burmn another {oss-
stick hefore Moscow’s altar. It
was given the franchise, more-
over, over the head of rival
offers to explore oil without any
risk on Indig's part. ,

By going. ahead with - the
Soviet project, India is paying
heavily simply in order that the
Sovicts can catch up with the
rest of the world.

MORE TO COME -

One would think that Dr Tri-
guna Sen would be satisfied with
a single monumental blunder,
but apparently Aliabet is not
coough, and he must go in for
further losses.

According to the Special Re--
presentative  of the Financial
Express of April 30, “The Unidn
Covernment -~ {5 in a  quandary:
since its oil vériture on the Per-
sian  Gulf proved to be a net.
liability.” e

According - to this paper, our
oil ventures in the Persian Gulf
are likely to land us fn 50 lakhs'
kwses every year. ,

- As the paper puts it somewhat
charitably : “What is more pari-
doxical is that this is so in spite
of the fact that oil has bcen
found and the total production
from the ficld will be above 20
million tons annually.”

This Persian Gulf venture, inci-
dentally, is in partnership with
ENI of Italy and Philips Petro-
leum of America. In this case
the trouble is not with techno-
logy at all, since oil has been
discovered; it is apparently the
financial deal concluded by the
Government of India that has
Jed to the loss despite oil being
discovered.

As the Financial Express says:
“It is really umheard of to lose
in the oil business after oil is
struck in commercial quantities,”

“Unheard of"? Maybe eclse-
where, certainly not in socialist
India !

And what is the Government's
reaction to these damning indict-
ments of its ineptitude?

Mr D. R. Chavan, Minister for
State for Petroleumm and Chemi-
cals, bragged in the Rajya Sabha
the other day that the Union
Government had given Rs 189.86
crores to the Oil and Natural
Gas Commission as  loans and
capital and added, with obvidus
satisfaction : “There have becn
no complaints about the waork of
ONGC, which is a fully autono-
mous hody and is now produ-

~eing 3.7 million tons of crude

0il.”

There is hope yet, of course,
One of these days, perhaps ten
years or twenty years {rom now,
the Russian rig will finally strke
oil in the Gulf of Cambay and
all India’s troubles will be over.

That will be the day...

i3
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MARCH OF THE NATION, Bombay

9 My 1970 CPYRGHT

pisgo TR

From Our Special Correspondent

NEW DELHI: This week in the Lok Sabha Prime

Minister Indira Gandhi was caught on
foot on the Bokaro issue. It seems

the wrong.

she had been

making “untenable statements based on wrong as-
sumptions” not only to her Party men, but also to

Parliament.

During her budget specch on
March 17, Mrs Gandhi teld the
Lok Sabha: “Mr Masani has
alleged — I believe the word he
used was ‘brutal pressure’ — that
Indian  consultancy has been
pushed out of the job of consul-
tancy in Bokaro which had been
promised to them. He has fur-
ther alleged that the CEDB is
nothing but a cover and a facade
for the Soviet consultancy  ore

ganisation, Gipromex. There _is
no question whatscever  of our
acting under pressure, whether

Souvict or Swatantra.”

BOAST BACKFIRES

These brave words have back-
fired, for it has now been irrefut-
ably  established .that Dastur
and Co were indeed pushed out
of Bokaro under open, unabash-
ed Soviet pressure, and not be-
cause  Mrs Gandhi wanted to
create a Public Sector designing
department or anything else.

The refutation of Mrs Gandhi’s

“untenable assertion” has come
from former Steel Secretary
N. N, Wanchoo and present

Steel Sccretary R. C. Dutt jn
testimony before the Committee
for Public  Undertakings, which
placed its 68th report on Bokaro
Steel Lid before  Parliament a

tew days ago.
of Bokaro,

The Chairman [
Mr N. N. Wanchoo, stated:
“Dr Dastur wanted to be the
principal  consultant for the
project. The Soviet authorities
who gave 200 million roubles

were not willing to accept this.

“They stated this to the
Minister and to  me, and they
said this at all levels. They said

that they must remaia in full
physical "authority of the project
although they would associate
Desturco”.

The present Secretary, with
veiled contempt for Dasturco —
perhaps because he is Indian and
not foreign? — has stated :

“My own fecling is that after
1964, there was a change in em-
phasis so far as the Government
is concerned in regard to Dais-
turco; but we are still continuing
to have Dr Dastur with highest
consideration.

“Having  accepted  Russign
assistance  in this matter and
baving all their experience apd

expertise, I think that Govern-
ment rightly felt it was not pro-
per to go beyond what they
(Russians) actually accepted in
regard to Dasturco.”

PROOF OF PRESSURE

It will thus be seen that while
Wanchoo was at lcast honest
enough to accept Soviet pressure
at all levels as having been the
cause for keeping out Dasturco,
his successor tried to make a
virtue of necessity by implying
that the Russians were the re-
positories of all wisdom in regard
to steel technology, and by
attempting justifying  the exclu-
sion of Dasturco except to the

extent that the Soviet would
tolerate them.

The Committee "on Public
Undertakings (COPU) says that

Dasturco were not associated in
the discussions which .Bokaro
officials had with Soviet callaho-
rators after July 1964, although

they were general consultants to
the Ministry,

The Committee adds that they
were anxious to find out why
Dasturco was kept out of the
negotiations in August, 1964 and
thereafter.

But all that they could get by
way of explanation from the
Chairman  of Bokaro and the
Secretary of the Ministry was
that the Russians were not willin

to accept Desturco as  principal

consultants. i
These statements of both the

Chaimman  of Bokaro and the

Secretmg of the Ministry were
clearly designed to mislead COPU

because, what actually happened
as a result of the discussions
during August, 1964, and there-
after was that the Government
of India was made to give the
design assignment for Bcﬁéaro to
the Soviets on October 13, 1964,
even before the inter-Government
agreement was signed under
which a contract had to be
entered into betwcen the BSL
and the Soviet organisation for
the preparation of the  draft
project report.

It only means that, long before
the contract for the DPR and its
terms - were settled, the design
assignment ~ for the DPR was
given to the Soviets, :

INCONVENIENT EXPERTS?

Why was this done? The study
of the assignment itself makes it
clear that if its contents were
known to the public — to say
nothing of the Ministry’s own
consuliants, Dasturco, who were
kept out of the discussions
the Russians could not have got
away with the conditions they
wanted to impose,

These conditions, it should be
emphasised, were such that it was

possible for them to give us
whatever they chose to  give
even obsolete or second hand

plants, and reccive payment re-
ardless of the quality of what
they gave in the form of know-
how or equipment,

An illustration -makes  this
point clear. )

The blast furnaces are the
first and  the rolling mills  the

Jast components to  be commis-

sioned in any stecl plant.  The
first stage of Bokaro involves
production of '1.7 million tons

and the second stage 4 million
tans leading ultimately, by some
unknown - date, to: the 5.5 million
tons stage. ’ ’

“The rolling mill equipmient,
which represents  more than 40
per cent of the cost of a stecl
plant, was designed for 835
million tons, and it was thjs roll-
ing mill, not the blast = furnace
cquipment, that was first supp-
lied, . soon after deliveries began.

In this connection, COPU
says: “It is. also surprising that

1k




o

e respect of equipment supnly,
the  contract with the USSR
stipulated only an overall period
of fifty months for the supply of
equipment  from  the date of
signing the contract, and did not,
include a phased  delivery sche-
dule.
PAYING PADDED BILLS

“The result was thut while on
the one hand the supplies were
deficient to the extent of 10,000
tonnes for the first blast furnace

‘complex, a  large number. of

items for rolling mills  required
much later had already  been
supplied.”

The result of this defect in
the contract in regard to proper
scheduling of supply  of ‘equip-
ment was  that for  the rolling
mnill equipment we will he pay-
ing principal and interest therepn
within o manth  of its despatch
from the USSR,

But the project will start yicld-
ing retarns ouly after  the first
stage s completed — and that

too only a fraction of its capacify, -

its full capacity  being realised
only in the unknown future,
alter a minimum  lapse  of 15
years. .

COPU did not, however, say
AMEN at the end of this devasta-
ting vepmt, The List  word Tas
yet to be said,

T e spe oo SR,
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HINDUSTANI TIMES, New Delhi

26 April 1970

Russians paid |
“abnormal’
salaries

' New Delbi, April 25 (UND-=
i BEleven Swatanira MPs have pro-
ftested agsinst “the abnormal emo-
luments” paid fto Russian t(echnie
eiang in. Soviet-alced projects and
.demanded an imvestigation into
the iunctioning of these umits, -
- In a joint letter to Prime Minls-
‘ter Indira Gandiy they said that
-some 943 Russien techniclans were:
-employed in 13 projects and their
“agpregaie emoluments  amaounted
to Rs 125 crores”; the per eanila
monthly salary working out to s
36,000, three and a half . times
higher than that of even the Tres
‘sident”, o i
“. They also allepsd thaf {ils I-vell
of galary seeme’  rvircneg entlle]
viewed againct “the losseg by tha
projects during  th-  lasg three
Jears--1Y88-67 10 1968-64--amornte
ing to Rs 105 erorss. . Only three
out of the 13 undertakings showed
profit”, L -

The signatoiies to the letter mre:
Mr N. Shlvappa, Mr B’ R. Sinzh
Deo, Mr R. K. Amin, Mr D. Amat,
Raja Venkataopa Naik, Mr G. C.
gai}é l\g;:' S}% l; Hanﬁamgorthy, Mr
g B Singh Deo, Mr D, N Deb,
Mr M. X, Nani u ; :
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Arms for the Third World
by: Wynfred Joshua and Stephen P. Gibert
(EXCERPTS )

Receplivity to Russian arms aid overtures also facilitated the establish- .
ment of Soviet military aid ties with India. Before the first Soviet-Indian
arms aid aprcement in November 1900, India filled its defense require-
ments in western nations—mostly in Britain.  Anxious to reinforce -its
commitment to non-alignment in international relations, India wanted
to reduce its dependence on the west for arms and diversify its supply
sources. Equally important, India regarded Pakistan as a major threat
to its position on the Asian subcontinent and sought to acquire modern
cquipment to match the weaponry Pakistan reccived from the United
States. According to Indian spokesmen, only the United States and the
Soviet Union were able to furnish the heavy transport aircraft and heli-
copters suited to Indias high altitude and climatic conditions.’ When
the Soviet Union proposed to meet Indian demands for considerably less
cost than the United States, and when Moscow, unlike Washington, was
prepared to receive payment in Indian currency or commodities, India
decided to aceept the Soviet offer.’ The arrangement reportedly cov-
ered some $31.5 million in Soviet aid and included eight An—12 and
twenty-four =14 transport plancs, ten Mi—4 helicopters, and cquipment
for the development of communications in India’s northern border
zone, e :

CPYRGHT

From a Soviet point of view, the establishment of a Russian military.
assistanee presence in India was in part a response to American arms
aid diplomacy in the SEATO area. "The Soviet Union wanted to offset
LS. wenpons aid, o Pakistan and to counter Amecrican cfforts to
strepgthen the northern tier. Taking advantage of Indiun concern over
Pakistan’s delense buildup, Moscow moved to add New Delhi to its arms
ad recipients. By diminishing Indin’s reliance on western military
equipment and technology, Moscow hoped to undermine western in-
luence in India and to link New Delhi more intimately with Moscow.
Soviet arms aid further served to identify Soviet policy with India’s na-
tionalist aspirations. The 1962 accords sought particularly to underscore
this point. In carly 1962, and again in the summer of that year, India
received new credits o finance additional helicopters and  transport
craft.t" More importantly, the Soviet Union agreed at the same time to
help Tdia build two production facilities. The first would produce and
assemble MiG-21s; the second would manufacture engines for a super-
sonic jet under development in India.’® "The Soviet Union also pledged
Lodeliver a number of MiG-21 jets which India claimed it needed to
counter Pakistan’s acquisition of F=104 fighters from the United States.™
Thus American military aid to Pakistan again facilitated a Sovict mili-
tary aid inttiative in Indiu.

"UNee the defense of the Indian-Soviet arms aecord by Defense Minister V. K,
arishoa Menon. Hindustan Times (New Delhi), April 13, 1961.

T Christian Science Monitor, October 15, 19603 Times of India, Oclo'bcr 4, 1960,

" Limes of India, October 4, 1960; New York Times, April 2, 1961.

Y New York Times, February 1, 1962: Christian Science Monitor, August 24,
OG22, :

PN York Times, Auguost 18, 1968; ihid., August 24, 1962, 1n September 1961
the Indinn governnmient had purchased six Soviet jet engines for the HF-24. Because
of India's dissatisfaction with the performance of Soviet engines, however, the
azreement to manufacture engines for the Hi5--24 did not materialize.

Y Hindustan Times, June 24, 1962, ’
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During 195% in spite of eurlier declarutions of mutual fricndship,
Sino-Indinn relutions began to deteriorate. While the reasons for mutual
disenchantnent were complex. a-murjor point of contention was India’s
stress on neutralism rather than anti-colonialism, i.c.. the anti-Amcrican
variant of neutralism that China insisted that neutrals follow. China
also claimed certain arcas of Indid's Himalayan border region.** Chinese
forays into Ladakh Province at India's northern border in 1959 created
further friction between the two countries. A .

In addition China deeply resented Moscow's attitude in the Sino-
Indian border clashes. The Soviet Union, careful to avoid jeopardizing
Soviet-Indian relations, but reluctant to offend China, adopted a neutral
position in a conllict between its communist ally and a non-communist
power, 17

The outbreak of the Sino-Indian border war in October 1962 placed
Moscow in an even more difficult position, particularly with respect to
its militry aid program to India, In the summer of 1962 the Russians
had made new aid commitments, providing for the supply of MiG=21s
and the establishment of MiG-21 factories. Continued Sovict arms aid
to India risked serious damage to the already precarious Sino-Soviet
relationship at a time when the Russians needed solid communist back-
ing against the west in the Cuban missile crisis. Accordingly, Moscow
initially endorsed a Chinesé cease-fire proposal.' But the Soviet Union
also feared that cancellation of its pending arms aid commitments o
India would be interpreted as support for Peking against New Delhi,
which might drive the fatter into an alignment with the west. The prompt
U.S. response o India’s appeal for military aid against the Chinese had,
in fact, touched off demands in various Indian circles for a reassessment
ol India’s non-alignment policy.  Soviet vacillation with respect to the
Sovicl-lidian MiG  transactions suggested the dilemma the Russians
fuced.,

Soviet sources first indicated that the MiG agreements with India
would be shelved. ™ By December 1962 the Russians had shifted their
position and announced that i few MiG-21s would be sent as samples
and that the licensing arrangements for the production of MiGs in India
were still in elfeet.™ In the first half of 1963 six MiG-21 fighters and a
number of Mi-4 helicopters arrived in India. Negotiations in 1963 and
carly 19641 led 10 Soviet agreements for the delivery of An—12 cargo
planes and air-to-air missiles for the MiG lighters and for the establish-

Uhiese abjectives. toward  India are more fully discussed in William L.
Grillale, The Sino-Serivier Rift (Cambridge: MIT, Press, 1964), pp. 6-8.

The Chinese did not muke their resentment ‘public until’ 1963 when they
called the Soviet position in the Sino-Indian border dispute a “betrayal of pro-
letariin internationalism.™: See Arthur Stein, “India and the USSR: The Post-
Nehra Period.” Asian Survex. vol. 7. no. 3 (March 1967). p. 169.

B Pravda, October 25, E962. Tt is not certain whether the Cuban confrontation
and the Chinese crossing of the Indian border were isolated developments, The
Russians refuted Chinese claims that they knew of the Chinese action beforchand.
One ULS, scholar suggests that the Russians had not expected India’s defeat, which
forced them to take a position in fivor-of Tndia and to cut off Soviet military,
supplies to China, See Arthur Stein, “India and the USSR," p. 31.

U Washington Post, Oclober 30, 1962, For a discussion of the negotiulions on
the MIG deals, see Tan €. O, Graham, The Indo-Soviet MiG Deal and Its Tnter- -
national Repereussions, Rand Corporation P-2842 (Santa Monica, Cal.: Rand
Corporation, 1964). For the Indian position in the MiG deals, sce Selig S.
Harrison, *Troubled India‘and Her Neighbors.” Foreign Affairs, vol, 43, no. 2
(Tanuary 1965), p. 323, :

BNew York Times, December 2, 1962,
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icnt of w540 million SA=2 anti-aireraft missile complex in India.™
By mid-1964 Soviet military sales totalled some $140 million.™ But the
Russiuns refused to modify the MiG fighter by adding all-weather and
night capabilitics to mect Indian requirements for an interceptor at the
Himalayan border. The implementation of the licensing accord also
continued to cncounter deluys.

The abatement of Sino-Indian tensions helped the Soviet Union out
of the awkward position of aiding a communist nation's adversary.
Marcover, the widening Sino-Soviet split accentuated Russian interest in
bolstering India as a counterweight to China on the Asian continent.
In September 1964 the Soviet Union extended a credit to India for
some 3300 million in arms aid, including forty-four MiG-21 jets, twenty
helicopters, and seventy PT-76 tanks.® Moscow finally undertook to
muke the necessary financial and technical arrangements for building
MiG-21s in India.”* The Russians further consented to make the re-
quired improvements for turning the MiG into an all-weather and night-
flying interceptor. The September 1964 accord indicated that Moscow
was prepared to revert to its carlier policy of extending substantial arms
aid to India in order to contain both the United States and China in
south Asi,

The eruption of the Indian-Pakistani border war of September 1965
once more placed the Soviet Union's carcfully balanced policy in South
Asiain jeopardy.

It may be recalled that in the course of 1963 the Soviet Union had
iitiated a policy of intrusion dirccted at countries closely identified or
formully aligned with the west. As part of this intrusion policy™ the
Soviet: Union had also started 1o try improving its relations with
Pakistan. A modest cconomic aid agreement in August 1963 and a
commiercial loan to Pakistan in July 1964 were the first steps in this
direction. A major obstacle to a Soviet-Pakistani rapprochcment re-
mained the Indo-Pakistani conilict over Kashmir, in which Moscow had
taken New Delhi's side. The Russians, therefore, began 1o moderate
their previous categorical support of India on the Kashmir issue.#

Pakistan had gradually retreated from its alipnment with the west in
protest over what it regarded as Washington's increasingly pro-Indian
policy. ™ American cfforts to help shore up the Indian defense forces
after the Sino-Indian border war of 1962 had intensified the concern in

C RN Ibid., August 2, 1963 ibid., May 13, 1964; Washington Post, May 9, 1964;
Asian Recorder, April 1-7. 1964, p. §747.

FNew York Times, September 13, 1964,

U Washington Post, September 16, 1964: New York Times, Sepltember 22, 1964.

o According o Indian reports, the plants were expected to be in operation by
L0869, flindu Weekly Review, March 28, 1966. The plants were still under
construction in 1968, :

5 Soviel intrusion efforts are more fully discussed i Chapter 2 of this study.

*The gradual Soviet switch on Kashmir has been analyzed in Sheldon W.

\ Simon, “The Kashmir Dispute in Sino-Soviet Perspective,” Asian Survey, vol. 7,

no. 3 iMarch 1967), pp. 176-87,

“FFor a presentation of Pakistani views on U.S, policy toward India and
Pakistan, see Khurshid Hyder, “Recent Trends in the Foreign Policy of Pakistan,”
The World Today, vol. 22, no. 11 (November 1966), pp. 482.91.

18




Approved For Release 1999/09/02 : CIA-RDP79-01194A0004P30808071-4

Pakistan over the reliability of ULS. support in its dispute with India
over Kashmir. In conscquence, Pakistan’s leaders had begun to culti-
vate relations with the Chinese. whose support could be expected, and
with the Russians. Inevitably, rclations with Washington suffered. The
United States, moreover, was reluctant to contribute to an Indo-
Pakistani arms race and delayed a Pakistani request to replace its F-86
fighter-bomber fleet with more up-to-date craft.

When the Indo-Pukistuni border fighting broke out in September
1965 and the United States promptly suspended all defense deliveries to
the two feuding states, Pakistan accepted a Chinese offer to replace some
of its depleted assets with MiG-19 jets, 11-28 bombers, and T-59
tanks.™ The Russians, unwilling to alicnate cither the Indians or the
Pukistanis, refrained from taking sides and urged a peaceful settlement
of the conflict.” Moscow furthermore could ill afford to have a war at
its southern border in which the Chinese threatened to become in-
volved ™ This purtly explains why the Soviet Union assumed the role of
peace-miher at the Tashkent Conference of January 1966. Although
the perennial Kashmir problem remained unsolved, the Russians suc-
ceeded inobtaining an agreement between India and Pakistan for a
refurn to the status quorante bellum.

Soviet actions did not imply a reversal of Moscow’s policy toward
India. I contrast to the United States, the Sovicet Union did not halt its
military aid to India during the war% In fact, while the fighting was still
i progress the Russians agreed o supply India with four submarines,
Petya class destroyer escorts, and naval patrol eralt."® At approximately
the same time the Indians were also_permitted to buy a large number of
tanks from the Soviet Union and Czechoslovakia.  Although Pakistan's
leaders, who recognized their vulnerability in relying on Washington for
arms aid, approached Moscow in June 1966 for military aid, the Rus-
sians postponed action on Pakistan’s request to avoid arousing Indian
haostility,

Soviet unecasiness over Chinese inroads in Pakistan, however, progres-
sively intensified. In an effort to counter Chinese influence, Moscow
supplicd some twelve Mi=6 helicopters 1o Pakistan in the second half of
1967. A small group of Pakistani dirnten was sent to the Soviet Union
for training. The total value of Soviet arms aid to Pakistan was re-

) The agreement with Ching was reported to be worth between $30 million and
S0 million. New York Times, September S, 1967,

* Provda, August 24, 196S; ihid.. September 12, 1965.

“ Soviet writings have emphasized from Gme to ime the strategic location of
Kashmir: see S, Aikoyan. “Kashmir: Tabloko Razdora," Literaturnaia Gazeta
(Moscow). October 28, 1965, as ¢ited in" R, Vaidvanath, “Some Recent Irends in
Soviet Policies toward India and Pakistan,” Lrternational Stndies (New Delhi); vol.
7. no0 3 danuary 1966), p. 444, The Russians warned the Chinese against any
inleevention on behalf of Pakistan. Pravida, September 22, 1965; ibid., Seplember
23, 196s,

“ The question of suspending Soviet military aid to India during the fighting
actually did not avise. As one observer noted. it was 4 fortunate coincidence that
the weapons on order were not ready for delivery. Zafar Iman, “Soviet Asian
Policy Toduy.™ Contermporary Revies, vol, 209, no. 1 (July 1966), p. 14.

“lndian Fxpresy, Seplember 7, 1965 Reports of the inclusion of destroyer
escorts were nat publicized until 1968, See Sun (Baltimore), April 2, 1968.

U Subsequent news releases revealed. thal Tndin was allowed to purchase more
than five hundred Soviet and Crech tunks. New York Times, June 1, 1967

FUibid. Septemiber S,

1967, Pukistan also reccived some military trucks, In
view of the Hited supply ‘of materiel Pakistan received, the actual dollar value of
millitary aid was probably half the reported estimate of $10 million.

" Washington Post, August 6, 1967,
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ported to be about $10 million.™t To reassure India, Soviet officials
stressed that they would not make any lethal weapons available to
Pakistan.™ A more important gesture 1o allay Indian fears was the con-
cluston of negotiations with New Delhi in the latter part of 1967 for the )

delivery of some one hundred Su-7 fighter-bombers,* which wopld in4 )
crease the ground attack capability of the Indian air force. With thd
Su~7 agreement, cumulative Soviet arms aid to India totalled between
600 n;illion and $700 million.*” The decision to aid India’s encmy in
its defense needs nonetheless represented a distinet change in Mossow’s
south Asian policy and underscored its growing concern over Chinesg
influence at its southern border.

The digtribution of Soviet military aid in South and Southeast Asia
shows ‘h}z(t Indonesia, India, and Afghanistan were the countries to
whicl’Russian leaders attached the greatest importance. Indonesia re-
ceed by far the largest share of the Soviet arms aid dollar in the
region. While aid to Afghanistan in absolute dollar amounts was rela-
tively limited, in relation to the size of the defense budget of a recipicnt,
Afghanistan had received more aid than any other recipient.®® The
transfer of highly sophisticated weapons systems to these three recipients
further underlines their significance in Soviet policy. Each acquired the
MiG-21 jet; in fact, Indonesia was the first country outside the bloc to
receive the MiG-21. India, although recciving less total aid than Indo-
nesia, appeared to be the most privileged recipient among the three
stutes, in that India was the only one to obtain a licensing agreement to
produce and assemble MiG-=21s at home. All three acquired batteries
of SA-2 Guideline missiles. Indonesia and India were the only two
countries, other than Egypt, which were able to nepotiate agrcements for
submarines. '

Euach of the three major recipients in South and Southcast Asia de-
voted a substantial share of their aid credits to strengthening their air
forces. By the end of 1967 the Indonesian air force had acquired at
least cighteen MiG-21s and twelve MiG-19s equipped with air-to-air
guided missiles, about one hundred older type MiGs, twenty-five Tu-16
bombers armed with air-to-surface missiles, 11-28 bombers, An-2, An-
12, and II-14 cargo craft, and Mi—4 and Mi-6 helicopters. The Indian
air foree included as a minimum sixty MiG-21s, fifty 11-14 and An-12
transport planes, and sixty Mi-4 helicopters. A few of the Su~7 fighter-
bombers had already arrived in late 1967, Afghanistan had received an
undisclosed number of MiG-21s, more than one hundred MiG-17s, a
small force of MiG-15s, two squadrons of 11-28 bombers, and various
transports, trainers, and helicopters.® The aircraft types indicate that
all three recipients had acquired defensive as well as offensive systems.

Soviet bloe additions to the Indonesian navy similarly showed that
Djukarta had been allowed to sclect ships with both defensive and

i, Tangary 28, 1968,

T This estimate is bused on the successive arms deals, as reported in the press,
from the first agreement in November 1960, The 1267 agreement for about one
hanuied Su=7s has been estimated at approximately $100 million since the Su-7
ustally costs around St million (Washington Post, January 25, 1968).

“In 1965, for example, Afghanistan's defense budget was only $23 million..
V.S Arms Control and Disarmament Agency, World-Wide Military Expenditures
and Related Daru, Research Report 67-6 (Washington, 1967), p. 10.

“ Data derived from Institute for Strategic Studies, Military Balance, pp. 42-43;
Woud, Aliddle Fust, p. 12; and reports from Indonesian, Indian, and U.S. news-
Papers, .
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Table 4-1. Batimated Soviet Bloc Arms Aid to South and Southeast Asia: 1956 through 1967
(In Millions of U.S. Dollars)

....... L s

Alghanistan. ... .. e

Pakistan. . 0 oL e e e e 510 10
India e e e s e i r et e e 000 1o T00
Tndonesia . L 1,200
Laos .. -3t05
Ciannbodin 5!0!0

Estimated Totd: 82, 185
Sowrees: Estimates for Pakistan, India, and Indonesia are derived from sources documented
in previous piges, Estimates fog Laos and Cambiodia are based on ¢osts of cquipment rcporlcsl
in the press, Costs were calealated on' the Basis of approximate costs of comparable U.S.
cquipment andd assumed to include support vquipment for aircraft, tools, and Spare parts,
The estimate tor Afghanistan is similarly based on equipment costs und on a comparison of
bloc ccononne aid with total bloc aid to Afghanistan as reporied in the New York Times,
NMay 28, 1967,

The Indian navy in 1967 did not show much cvidence of Soviet in-
fiuence. ‘The first Indian-Soviet naval aid agreement had been nego-
tited as recently as 1965, Only two. submarines were ready and some
patrol craft had arrived in India by the end of 1967.%* Further Sovict
penetration of India’s naval establishment is likely to be cncouraged by
Britain’s withdrawal from the region cast of Sucz and by continued
British and U.S. reluctance to meet Indian requests for warships.

Fach of the key recipients also obtained Soviet help in modernizing its
ground forces, although in Indonesia the army received only a relatively
small share of the weapons deliveries to that country. The Indonesian
army aequired only PT-76 tanks, armored personnel carriers, jeeps,
anti-aireraft guns, artillery, and light arms.™ The relative Tack of armor .
for the army reflected partly the environment and partly Indoncsian
army doctrine emphasizing the significarice of puerrilla warfare. There
were also strongindications that Indonesia deliberately limited re-
quests for army equipment.’  Equipment the Indian army received in-

i

Blackman, ed.. Fighting Ships, pp. 137-42,

One reasson s that the nuval revolt in carly 1965 seriously undermined the
clfectiveness of the Indonesian navy.

 Blackman, Fighting Ships. p. 137, .

TNew York Times, April 17, 1967; Iastitute for Strategic Studies, Strategic
Survey 1967 (London, 1968), p. 33,

nstitute for Strategic Studies. Militury Balunce, p. 43,

P sukarno wanted o build up the air foree and the navy to offset the powers of
the army. The former Indonesion Army Chief of Statf and Minister of Defense
Gieneral Nasution and his aides, who negatiated most of the various arms deals,
were careful o avoid 100 much dependence. on’ Soviet military aid where the
army was concerned, and were prepared to make the larger share of Soviet credits
availuble o the air force and the navy. Interested above all in consolidating their
power in Jiva, the army lewders did not regard the air force and the navy with
the 1vpe of weapons each acquired as threats to the achicvement of this objective.
Nisution could with impunity ceserve onty a limited share of the aid credits for
the acquisition of army materiel because: (1) the cost of army materiel was small
sompired 1o that of air and naval craft; (2) when Soviet arms aid began, the
army already had a fair amount of small arms and some capubility for producing
small arms, while the other services had virtually no capability at all; and (3)
LS military aid was primarily channeled to the army. Nasution's efforts to keep
the army free from over-relinnce on the Soviet Union were reflected in his
cmiphasizing “berdikari™ or self-reliance mission and jn his requesting arms work-
shops from the Russians. See Indonesian Herald, May 5, 1965, ihid.. May 25, 1965.

21

Approved For Release 1999/09/02 : CIA-RDP79-01194A000400080001-4

A ———— S B W i stes S b M S abs bea bRt Hho s b MRSl e < < o i e

P —



Approved For Release 1999/09/02 : CIA-RDP79-01194A000400080001-4
CPYRGHT

cluded more than five hundred light (PT-76) and medium tanks with
Somm and Yemm guns.™ The cighty-thousand-man Afghan army, like
the Alghan air foree, was almost completely equipped with. communist-
fabricated weapons and counted, among others, some one hundred
mediam T 54 and light PT<76 tanks.’? ' ‘

Farther cast, Moscow has made considerable progress toward replac-
ng western military inlluence with its own. The Soviet Union has be-
Lome India’s largest source of military supplies and has succceded in
creating limited arms aid ties with Pakistan.  Yet Sovict military aid
policies in these countries turned out to be extremely vulncrable to pres-
sures caused by actual and potential changes in the political-military
power constellation on the Asian subcontinent. ‘The potential threat of
China in south Asia and the regional contlict between India and
Pakistan circumseribed the Soviet Union's freedom of maneuver in its
aid policies. The Russian dilemma resulting from the Sino-Indian border
witr in Octaber 1962 caused delays and obstacles in Sovict-Indian arms
aid discussions. When the negotiations were finally resolved in favor of
India. it served as a warning to China to restrain its ambitions in the
region. :

The subsequent rise of Chinese influence in Pakistan jed the USSR to
intensify its efforts to improve relations with Pakistan, a process already
under way as part of a broader endeaver to turn the erstwhile northern
ticr of western defense into an arca open to cast-west rivalry. Little per-
haps was more galling to New Dethi than Moscow’s arms aid agreement
with Rawalpindi in 1967. The new Soviet military aid relationship with
Pukistan, however, poscd serious problems for Moscow in view of the
danger of antagonizing New Delhi and the attendant risk of India’s turn-
ing to the west again, Since Indian good will remains an important assct
to the Russians, particularly if Chinese influence grows in the Asian
subcontinent, a decision to offer additional Soviet arms aid to Pakistan
will probably be accompanied by political concessions to India and by
compensatory weapons aid.

B New York Times, June 1. 1967; Institute for Strategic Studies, Military
Balance, p. 42, o

FNew York Times, May 28, 1967,

’(“(Scc Welles Hungen, "Afghanistan,” Yale Review. vol. 56, no. 1 (October 1966).
. 66, '
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SOVIET ARMS AID DIPLOMACY IN PERSPECTIVE

N ank years alter the first Egyptian wrmis aid agreement with the
L Soviet bloc in 1955, the Soviet Union succecded in establishing a
military aid presence throughout the Third World. By 1968 the
USSR counted twenty-four states=—=twenty-five, if the bricf cpisode of
Russian arms aid to the Lumumba’ government in the Congo is in-
cluded—that received at one tinte or another military assistance. As
cvents unfolded in the history of Russian arms aid diplomacy, Soviet
objectives became crystallized and certain broad patterns, characteristics,
and recurrent themes in Soviet military aid policies emerged. This docs
not mean that every Soviet arms aid initiative can be neatly placed in a
particular catezory. Nor does it imply that the USSR designed and
adhered to a master plan in executing its arms assistance policics. On
the contrary, although Soviet military aid polices were deliberate and
aimud at achieving certain goals, perhaps their most striking aspect was
their quality of opportunism. Military aid to a militant Arab state like
Egypt, to the socialist-inclined Touré government of Guinea, or to the
virulently anti-colonial Sukarno regime in Indonesia fitted Soviet ideo-
logical precepts of the post-Stalin era. Arms aid to the Imam of Yemen,
to Tran, Nigeria, and Morocco, however, ¢pitomized the considerable
ideological flexibility of the Soviet Union in furthering its goals. Never-
theless, atthough the Soviet government did not follow any preconccived
grand strategy, its policies were purposeful and reflected an awarencss
of the political circumstances and conditions bearing upon its arms aid
mitiatives,

A PATTERNS, CHARACTERISTICS, AND THEMES

soviet military, aid was designed to promote two basic long range and
closcly related political objectives. The defensive aim was the impair-
ment of western, especially American, influence in the states and regions
assistance, As ong us the Suharto regime remains in power and manages
to enlist western help, Soviet military aid to Indonesia is likely to re-
main quite modest and probably Timited to the supply of spare parts and
nutintenance equipment.

Soviel arms aid diplomacy fared much better in the Asian sub-
continent. The USSR had become India’s largest supplier of military
cquipment by 1968, 7 Because of Jits key position at the Indian Ocean
rim, and because of the threat of Chinese influence in the subcontinent,
Indin is rapidly becoming one of the most privileged arms aid recipients.
The recent Russian military aid deliveries to Pakistan to offset Chinese
penctration have understandably ruflied Indian feathers. Nevertheless,
the USSR will in all likelihood continue its arms aid to Pakistan, cven
though it may limit Pakistan's sclection of weapons, Washington’s re-
fusal o meet Pakistani defense requirements afforded Moscow as well as
Peking the oppartunity to create arms aid ties with Pakistan. To miti-
gate Indian concerns, the USSR will probably step up its arms aid offers
to India, thereby uccelerating the pace of its military aid shipments.
Particularly if the distords between the Soviet Union and China deepen,
the Russians are likely to intensify their arms aid efforts not only in
South and Southeast Asia, but in other areas of the Indian Occan littoral
as well,
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In sub-Suharan Africa the achievements of Soviet military aid diplo-
My vary. The Soviet experience in Africa shows that relatively rudi-
muiltary nitions pose as many obstacles to influencing national develop-
ment and forcign policy as do more advanced socicties. Most notable
among these obstacles in Africa is the prevalence of tribalism and re- -
Futed centrifugal socio-economic forces whichi are inimical to national .
forms of political organization. In consequence, Saviet:calculations as
to whether a particular government merits arms aid are rendered more
difficult. African distrust of the whitc man’s colonial past is another
impediment to the establishment of much more than cphemeral Soviet in-
fluence. Despite the absence of traditional overscas colonialism in Rus-
sian history, and notwithstanding Soviet attempts to identify its policies
with anti-colonial activities, the USSR remains suspect in much of
Africa.

Soviet endeavors to gain influcnce through military aid programs in
western Africa have been disappointing. On the whole, the fluid politics
of the newly independent states in western Africa argues against a
marked increase in the level of the Russian military aid cffort, although
the Soviet leaders will undoubtedly remain alert to the possibility of ex-
ploiting new opportunities. For the near future Soviet atltention secms
likely to center on the geopolitically more important countries in the
Horn of Africa and in cast Africa, rather than on those of the west

On the other hand, the future international system may witness not
WO superpowers, but five or six or more nations capable of waging
nuckear war. Such a multipolar world would be more flexible than one
dominated primarily by the United States and the Soviet Union. Align-
ments and alliances would continually shift; some neutrals would became
identificd with one or the other of the superpowers; some allies might
hecome neutrals. Such a fuid international system could more easily
absorb shifts in the balance of military power in the Third World occa-
sioned by arms aid diplomacy.  With the consolidation of numerous
power centers, it is likely that arms diplomacy in the Third World by
the advanced nations would assume an even greater role in the inter-
national arena of the future.

[t is w sobering thought, however, that within a decade cxploding
populations may outstrip the capacity of miny Third World governments
to provide much more than the barest necessities of life for their peoples.
ftis (ragic that such u large proportion of Soviet and American aid is
in the form of weapons. In addition, arms diplomacy in the nuclear age
is a dangerous form of competitive coexistence. Yet the Soviet Union
shows no sign of abandoning arms diplomacy. and Washington cannot
simply leave the field open to Moscow., Perhaps a solution would lic in
a determined American effort to persuade the less developed countries
to seck ceconomic and social assistance rather than arms aid. Soviet-
“American competition might then contribute more positively to the wel-
fure of the peoples of the Third World,
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Soviet aid forms strafe

ENCE Y, 21 Mey .

I’y Elizgbeth K. Valkenier | = :
Wntwn for The Christian Sclence Monitor»

There is a pattern to Soviet maridme ad
tisitics that .has. gone largely unnoticed—
that of creating naval facilities and gather-
ma intelligence under the guise of. economxc
al

vLong before the dramatic appearance of
the Red U¥leet in various harbors from
Moroceo tg Irag the Sovieis had built or

ccived Soviet assistance in reconstrucung
the port at Conakry under the terms of
the first aid agreement of 1959, ‘With the
harbor dredged, Soviet warships could dock
at Conakry when they took to cruising Afri-
can waters 10 years later. In nearby Ghana,

the Soviets managed to modernize the fishe
ing port at Tema before Kwame Nkrumah

modernized ports'and developed commercial was ov ‘
{ishing for‘countries along the shores of the S overthrown. e T ey
Mecditerranean, the Persian Gulf. and else« urvey droppcd - ' 4

wlxcre ar ound Africa,

»"Certain 'Soviet activities precedmg tho
tban mx§sxle crisis of 1962 indicate that

tirere can’be a direct connection between.

this type oL cconomic assistance and mih-

tary operations.

In that summer the Soviets tned to camou-‘

flage their stepped-up military traffic by,
publicizing the technical aid granted to.
Flavana..They asserted they were husy ene
farging the Cuban trawler fleet, locating fshe;
ing groynds, and building o new fishing port
on the Atfantic to be uzed jointly by Cuba:
tnd the Spviet Union,

Pnrallcl’ routcs

v.. After the Kennedy- Khrushchev confronta
tion over the offensive missile sites in Octo-
ber, nothing more was heard of the'ambi-
tious plans for the joint fishing port aside
from delivery of a floating dry dock for
Havana's harbor in the fall of 1964,
*Sinister objectives, as in the case of Cuba,
are not the only purpose of Soviet maritime
nid. But its patlern does suggest definite
Btrategic aims along irportiant sca routes
iz’\?r the worldwxde operations of the Soviet

Y

- Take the matter of ports, for example.
With an eye to sccuring easier access to

the Indian Ocean, Moscow began to acquire,

a foothold south of Suez, The “first eco=
tomic aid agreement concluded with Yemen
{n' 1958 provided for the construction of a
port at Hodeida. Four yecars later, the So-
yiets began workmg on a decp-water port
at Berbera in Somalia. .
* And in May, 1967, just before the outbreak
of the Arab-Israeli war, they undertook
to build a fishing harbor for’ ‘the United Arab
Republic, Located in the Gulf of Suez, it
Was to serve as a base for joint Soviet=
Lgypuan decp-sea fishing in the Mediter=
rancan, the Red Sea, and the Indian.Ocean.
On the west.coast of Africa, Guinea.re=

25

"It must have been the prospects of grcnter
strategic mobility in the western Mediters
rancan that prompted the Soviets carly in'
1961 to insist on making a survey for a
shipyard at the small fishing port at Alhuce
mas on the norlhern shore of Morocco, i

*Western technicians had previously ad.!
vised against the project, since the port was.
not served by a rallroad. Eventually tho

Russians reached the same conclusion and
shifted their feasibility studies to the Bay of
Tangler,

* The construction of shipyards at Bassru
in Iragq and at Alexandria has extended the
Teach of Soviet sea power, Red Fleet units
regularly visit Alexandria nowadnys, where
they maintain their supply and repanr facili
tics, Bassra became a port of call in May,
1968, a visit which marked the first appear-
ance ever of the Russian Nnvy in the Per-
‘'sian Gulf,

Numerous other mantime -projects, ese
pecially in countries that do not reccive
Soviet military aid, serve &s a strategic
wedge. Work on such projects, resulting in
extensive use of these countries' ports and
coastal waters, establishes a Russian
Jprasence and can facilitate the gathering ot
intelligence,’ .

Txamm" reccived

.In several cases the only aid the Sovxct
Union renders to a strategically located
rcountry that has not been particularly core
dial {0 Moscow Is connected with the sea.

In the Persian Gulf,'Kuwait is enlarging
dts fishing fleet with Russian-built seiners on
which Kuwaiti sailors also receive training
{rom Soviet experts.
" In Jordan, Moscow had no success wnh
its military aid offers, But early in 1068 it
persuaded -Amman {0 accept cconomic ase
sistance for a number of unspecified “marie
time projects,” thereby extending the Soe.
viet presence fo the Guilf of Aqaba.
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. 'The development of commenrcial fishing, a
prorainent item in Soviet aid program, often
‘opens up the ports of the aid recipient to
'Soviet trawlers, Under the terms of the 1964
iajd agreement, Tanzania permits Soviet
fishing vessels to dock in its ports in return
Jor assistance in developing its occan fishe
:inzlz. 4 similar reciprocity exists with Sene-.
-gal. ’ ‘ -
. The. facilities thus acquired Increase the!
range of Soviet fishing ficets, These fleets
often include electronic intelligence-gathers
ing ships disguised as trawlers. Soviet
trawlers have also been used for landing
and picking up undercover agents. Last au-

{umn Ghana intercepted some Russian fishe
ing boats on susplcion of smuggling arms,

Aden objective

. Moscow’s persistence in offering economic
aid that builds up an infrastructure for later
naval capability continues unabated. .

The latest object of Soviet interest is the,
port of Aden. Strategicaily better located
and far larger than Hodeida, it has already
served as a port of call for Soviet warships
cruising the Indian Ocean. In February of
this year, South Yemen signed an aid agree-,
ment with Moscow to improve Aden's hare
bor and docks. : N

Soviet eagerness to enlarge this port’s,
facilities suggests that the Red Fleet hopes
to add Aden to its list of repair and supply
bases that already includes Alglers, Alex-
andria, Port Said, and Latakla. If those ine,
tensions are realized, Russia will have taken’
a major step toward achleving its dream of
a permanent presence in both the Mediters
ranean and the Indlan Ocean,
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